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In the United States District Court, Southern 
District of California, Central Division 


No. 13,392-Y 
ELGIN R. PARKER, Plaintiff, 
VS. 


HARRY C. WESTOVER, Individually and as for- 
mer Collector of Internal Revenue for the 
Sixth District of California, and R. A. Riddell, 
Individually and as Collector of Internal Rev- 
enue for the Sixth District of California, 

Defendants. 


AMENDED COMPLAINT FOR 
RECOVERY OF TAXES 


The amended complaint of the plaintiff, filed with 
the permission of the Court, respectfully shows to 
this Court and alleges as follows: 


First Cause of Action 
i 
That at all times herein mentioned the plaintiff 
was, and now is, an individual residing at 120 South 
Burris, Compton, California. 


iat. 

The defendant, Harry C. Westover, during all the 
times mentioned herein up to October 31, 1949, was 
the duly appointed and acting Collector of Inter- 
nal Revenue for the Sixth District of California, 
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and now resides at Los Angeles, California. [56] 

The defendant, R. A. Riddell, from November 1, ! 
1949, to the present time, was the duly appointed 
and acting Collector of Internal Revenue for the 
Sixth District of California, and has his office at 
Los Angeles, California. 

The defendants are joined in this complaint for — 
the reason that the plaintiff’s right to relief against 
the two defendants arises out of the same trans- 
action, or series of transactions or occurrences, and 
the same question of law and fact is common to both 
of the defendants. Plaintiff asks that the Court give 
judgment against the defendants according to their 
respective liabilities, which will depend upon the 
money paid to each of said defendants. Hereinafter, 
except in the prayer, the defendants will be called 
“defendant’’ irrespective of the particular defend- 
ant to which a particular payment of tax or interest 
was paid by the plaintiff. 


Tie 

That on or about the 15th day of March, 1946, 
the plaintiff duly filed with the Collector of Inter- 
nal Revenue for the Sixth District of California, 
federal income tax returns for the year 1945 in ac- 
cordance with the Internal Revenue Code of the 
United States then in effect and paid to the defend- 
ant the amount shown below, which plaintiff believes 
to be the entire amount for which he was liable for 
income tax for the year 1945; the amount of $35,- 
622.85 was paid between March 15, 1945 and March 
15, 1946, and is not now in controversy. 
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Wes 
On or about February 28, 1949, the plaintiff re- 
ceived from the defendant, as Collector of Internal 
Revenue as aforesaid, a Notice and Demand for 
payment of additional tax of $46,401.28 plus interest 
of $9,281.26, claimed to be due from plaintiff for 
his 1945 tax. [57] 
V. 
Plaintiff paid to the Collector of Internal Rev- 
enue for the Sixth District of California said de- 
ficiency and interest as follows: 


Date Tax and Interest 
Paid to Defendant Harry C. Westover 
iieiimiry 28, 1949__.........-...--..--.---. $26,055.22 
Peete oy W949. oc. eee 16,636.15 
mepember 19, 1949.............--..2 597.10 
Paid to Defendant R. A. Riddell 
Wecemiper 2, 1949.4._.e...........--.-.-- 2,000.00 
vommany 19, 1950-sne.........-.22.-... 2,000.00 
Mewrmery 17, 1950_..........-..-...-.-.---+ 2,000.00 
Paid to Defendant R. A. Riddell 
ed) 2S 3; 10GS 
Reemrem el, 1950. ...... 22... eee a - 3,196.54 
Looe) il hg 5, 0 1.00 
SSG Ota _...........-...---.-----00000-- $55,682.54 
WL. 


On August 23, 1950, within the statutory time 
therefore, plaintiff filed with the defendant, Col- 
lector of Internal Revenue for the Sixth District of 
California, his claim for refund of 1945 federal in- 
come tax in the amount of $46,401.28 and intcrest 
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paid thereon. The ground for his claim was the same 
as will hereinafter be set forth in this complaint. 


VIL. 

The Commissioner of Internal Revenue rejected 
the plaintiff’s claim for refund by registered letter — 
on March 20, 1951. ) 

Via. 

Plaintiff brings this action under the provisions 

of Section 3772 of the Internal Revenue Code. 


JID 

The deficiency of $46,401.28 was due to the er- 
roneous inclusion by the defendant and the Com- 
missioner of Internal Revenue in plaintiff’s 1945 
gross income of $54,411.54, being [58] one-quarter 
of the net income of a partnership known as 
“Southern Heater Company.’’ Plaintiff did not 
own the quarter interest in said partnership and 
was not taxable on the quarter interest in said part- 
nership income but the defendant and the Commis- 
sioner of Internal Revenue erroneously included 
such income in plaintiff’s taxable income. 


x, 

As of October 31, 1943, plaintiff owned a half in- 
terest in a partnership known as Southern Heater 
Company. Plaintiff’s wife, Flo Parker, owned the 
other half interest. On October 31, 1943, plaintiff 
gave to each of his four children a six and one- 
fourth per cent (6 14%) interest in the net assets, 
including goodwill, of the Southern Heater Com- 
pany and on the same date his wife, Flo Parker, 
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gave a six and one-fourth per cent (6 14%) inter- 
est in said net assets to cach of their four children. 
Said transfers and gifts were absolute and complete 
and without any conditions. 


XI. 

Plaintiff and his wife, Flo Parker, filed federal 
and state gift tax returns in which each showed 
that the value given to the four children totaled 
$49,492.45, Plaintiff paid to the defendant on such 
gifts, federal gift tax in the amount of $243.35. 


XII. 

Subsequently, the Commissioner of Internal Rev- 
enue determined that the transfers were complete 
_ and irrevocable and constituted taxable gifts and de- 
| termined that the value of the gifts made by plain- 
tiff to his four children aggregated $106,250.00 and 
| demanded additional gift taxes of $7,774.15 from 

plaintiff. In arriving at the above values for gift 
| tax purposes the Commissioner of Internal Rev- 
enue used a salary of $12,000.00 per year for plain- 
tiff in computing the past earnings and estimating 
the future earnings of the business, and in [59] 
determining the value of the goodwill of the busi- 
ness. 

Plaintiff paid to the defendant the federal gift 
taxes as demanded, together with interest thereon. 


XI. 
As a consequence of the transfers made by plain- 
tiff and Flo Parker to their four children, plain- 
tiff owned a 25% interest in said assets and busi- 
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ness, his wife owned a 25% interest in said assets 
and business, and his four children owned the other 
50% interest in said assets and business. All six of 
them were tenants in common and it was necessary 
to have some formal organization through which the 
business could be carried on. Accordingly, plaintiff, 
the father of the children, filed in the Superior 
Court of the State of California in and for the 
County of Orange, in which County the parties were 
then living, a petition for appointment of guardian. 
In this proceeding, Docket No. A-11392, the Su- 
perior Court appointed plaintiff, the father, as guar- 
dian, provided he filed four corporate surety bonds 
of $23,000.00 each. Such surety bonds were promised 
on condition that the proposed guardian obtain an 
order of the Court instructing the guardian to enter 
into a partnership agreement with the other owners 


of the business and instructing the guardian to keep — 


the property of the wards invested in the partner- 
ship interests and instructing the guardian, as part- 
ner, to retain in the partnership some of the profits 
of the business. Such court authorizations were ob- 
tained and Letters of Guardianship to Elgin R. 
Parker, plaintiff, were thereupon issued. 


XIV. 
Plaintiff, individually and as the guardian, and 


' 


plaintiff’s wife, Flo Parker, signed the articles of © 


co-partnership to take effect as of November 1, 
1943. 


Each partner in the partnership of Southern — 


Heater Company had an equal voice in the manage- 
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ment of the business. [60] Henee, the Superior 
Court, which appointed the guardian of the four 
guardianship estates, had four votes against one for 
plaintiff and one for plaintiff’s wife and the Court 
had control and management of the partnership 
business through the instrumentality of the guar- 
dian. Since November 1, 1943 the guardian has filed 
annual accounts with the Court and has the Court’s 
approval thereon and has operated and managed the 
guardianship estates under the supervision and jur- 
isdiction and under the orders of the Probate Court. 


XV. 

The partnership filed a certificate of fictitious firm 
name as required by California law and complied 
with other legal formalities. It has kept separate 
books of account, in which each partner’s share of 
capital and income is eredited to him. 


AVI. 

The total capital of Southern Heater Company 
as of November 1, 1944, was $316,734.36. Of this 
amount the share belonging to the plaintiff’s chil- 
dren was $165,541.68, of which $98,983.92 had been 
given by plaintiff and his wife to their four chil- 
dren, and $66,557.76 had been contributed by the 
children as their original capital, being their share 
of the undrawn income for the year ended October 
31, 1944. 

XVII. 

Plaintiff and his wife have continued to support 

their four children and none of the income of the 
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children has been used for their support or that of 
the parents. 
evan, 

The 1943 gifts by plaintiff and his wife to their 
four children of interests in the assets of the busi- 
ness, mentioned above, were completely valid and 
binding and vested in each child a 1/8th interest 
in the assets of the business of Southern Heater 
Company. Said gifts are irrevocable and the [61] 
income from said assets and interests of the children 
is not the income of plaintiff or his wife. Capital 
was a material income producing factor in the busi- 
ness of Southern Heater Company and the income 
from the children’s portion of this capital was their 
own income and not the income of the parents. A 
salary equal to the value of the services rendered 
by plaintiff to the partnership has been paid and 
deducted before computing the distributable shares 
of the income of the partners. 


XIX. 

Plaintiff’s children were partners with plaintiff 
and his wife in the business known as Southern 
Heater Company and each partner, including the 
children, is taxable on his or her distributive share 
of the partnership income and plaintiff is not taxa- 
ble on any of the distributable shares of the partner- 
ship income which belong to his four children. 


XX, 
Plaintiff’s total tax liability on his income tax re- 
turn for the calendar year 1945 is $35,622.85. Plain- 


Harry C. Westover, C.I.R., et al. 11 


| tiff has, upon the demand of the defendant, paid 
| the defendant $82,024.13 and has overpaid his 1945 
income tax in the amount of $46,401.28. Neither said 
amount nor any part thereof has been repaid to 
| plaintiff and plaintiff is the owner of said claims. 


XXI. 

The members of the partnership of Southern 
Heater Company; namely, plaintiff, his wife, and 
said four children, endeavored at all times to have 
the partnership pay to plaintiff reasonable compen- 
sation for services he rendered to the said partner- 
ship. That the compensation of $12,000.00 per year 
fixed at the time the said partnership was formed, 
was reasonable at that time. That the business of 
Southern Heater Company grew very rapidly 
throughout its existence due, in large part, to fae- 
tors other than the value of plaintiff’s services. If 
the value of [62] the services rendered by plaintiff 
to the partnership in the years 1945 or 1946 ex- 
eeeded the $12,000.00 per year the partnership paid 
plaintiff, then plaintiff is willing to have his taxes 
for those years computed upon the basis of alloca- 
ting to him, from said partnership, a reasonable 
compensation, thereby reducing the distributable in- 
eome of the partnership. 


Second Cause of Action 
I. 

Plaintiff incorporates herein by reference as fully 
as though set out herein paragraphs I, II, VII, 
Pamir e xT, XII, XIII, XIV, XV, XVII, 
XVIII and XIX of the First Cause of Action. 
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Th 

That on or about the 15th day of March, 1947, 
the plaintiff duly filed with the Collector of Inter- 
nal Revenue for the Sixth District of California, 
his federal income tax returns for the year 1946 
in accordance with the Internal Revenue Code of the 
United States then in effect and paid to the defend- 
ant the amounts shown below, which plaintiff be- 
heves to be the entire amount for which he was 
hable for income tax for the year 1946: 


Marchg 9¢te 22.27 $ 5,000.00 
aN 6h We 3) Opa SSG a a etn 7 325.04 
cowie ONG ce... eee 12,000.00 
ty Mall Wel AGE. eee eee 325.04 
Peptemper 16, 1946). 222. 18,000.00 
October 31) 19462... eee 325.04 
January 15, 1947... eee 8,700.00 
danwary gil, VS ee ee 325.03 
March 15,1947 .......... (eee 5,168.13 

$50,168.28 


These amounts are not now in dispute, excepting 
in the Third Cause of Action. [63] 


TTT. 

On or about February 28, 1949, the plaintiff re- 
ceived from the defendant, as Collector of Inter- 
nal Revenue as aforesaid, a Notice and Demand for 
payment of an additional tax of $61,079.27 plus in- 
terest of $8,552.10 claimed to be due from plaintiff 
for his 1946 income tax. 


=~ 
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IV. 
Plaintiff paid to the Collector of Internal Rev- 
enue for the Sixth District of California, said de- 
ficiency and interest as follows: 


Date Tax and Interest 
Paid to Defendant Harry C. Westover 
emnmeay 23, 1949. _..........----------- $26,055.22 
peprmber 19, 1949.__.................... 598.10 
Paid to Defendant R. A. Riddell 
iene ot, 1960... a. teen naee 13,100.63 
Wire: Sl 1950...._......-....--.------------- 13,100.64 
meters, L950.._.....----------c--neceestenee 13, LOOMS 
merci), P900.....-..------co----- 9,070.19 
Le eae 1.00 
| Grand Total cecccsssscsccccecccceccsseeeeee $69,631.37 
Na 


| On August 23, 1950, within the statutory time 
therefor, plaintiff filed with the defendant, the Col- 
lector of Internal Revenue for the Sixth District 

Wi: California, his claim for refund of 1946 federal 
income tax in the amount of $61,079.27 and interest 
paid thereon. The ground for his claim was the same 
as will be hereinafter set forth in this complaint. 


VI. 

The deficiency of $61,079.27 was due to the erron- 
eous conclusion by the defendant and the Commis- 
sioner of Internal Revenue in plaintiff’s 1946 gross 
income of $75,195.88, being one-quarter of the net 
income of a partnership known as Southern [64] 
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Heater Company. Plaintiff did not own the quarter } 
interest in said partnership and was not taxable on | 
the quarter interest in said partnership income but 
the defendant and the Commissioner of Internal 
Revenue erroneously included such income in plain- 
tiff’s taxable income. 

VII. 

Plaintiff’s total tax lability on his own income 
for the calendar year 1946 is $50,168.28. Plaintiff 
has, upon the demand of the defendant, paid the 
defendant $111,247.55 and has overpaid his 1946 in- 
come tax in the amount of $61,079.27. Neither said 
amount nor any part thereof has been repaid to 
plaintiff. Plaintiff is the owner of said claim. 


VITI. 

As of November 1, 1948, the total capital of said 
Southern Heater Company was $400,298.87 of which 
$217,671.76 was contributed by the four children of 
plaintiff and his wife, the amount of $98,983.92 hav- 
ing been given by plaintiff and his wife to said chil- 
dren and the remainder or $118,687.64 having been 
original contributions of capital to the partnership 
by the said children, having come from their share 
of the earnings for 1944 and 1945 which were re- 
tained in the business. 


IX. 

The members of the partnership of Southern 
Heater Company; namely, plaintiff, his wife, and 
said four children, endeavored at all times to have 
the partnership pay to plaintiff reasonable compen- 
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sation for services he rendered to the said partner- 


ship. That the compensation of $12,000.00 per year 


| fixed at the time the said partnership was formed, 
| was reasonable at that time. That the business of 


Southern Heater Company grew very rapidly 
throughout its existence due, in large part, to fac- 
tors other than the value of plaintiff’s services. If 


| the value of the services rendered by plaintiff to 
the partnership in [65] the years 1945 or 1946 ex- 
/ eeeded the $12,000.00 per year the partnership paid 
| plaintiff, then plaintiff is willing to have his taxes 
| for those years computed upon the basis of alloca- 
| ting to him, from said partnership, a reasonable 
| compensation, thereby reducing the distributable in- 
| come of the partnership. 


Third Cause of Action 
I. 


Plaintiff incorporates herein by reference as fully 
as though set out herein paragraphs I, II, VII, 


| VIII of the First Cause of Action, and paragraphs 


) It, Ii, IV of the Second Cause of Action. 


II. 


On March 15, 1950, within the statutory time 
therefor, plaintiff filed with the defendant, the Col- 
lector of Internal Revenue for the Sixth District 
of California, his claim for refund of 1946 income 
tax in the amount of $676.89. The ground for his 
elaim was the same as will be hereinafter set forth 
in this Third Cause of Action. 
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IIT. 


In 1946 plaintiff paid to the Collector of Internal 
Revenue interest of $848.23 on additional 1943 gift 
tax. Through inadvertence no deduction was taken 
on the 1946 return for such item. 


IV. 


The interest paid by plaintiff to defendant on — 
said additional federal gift tax is deductible under — 


the provisions of Section 28(2)(b) of the Internal 
Revenue Code. 
V. 


Neither the amount of $676.89 nor such further 
amount as is legally refundable, nor any part 
thereof, has been repaid to plaintiff. The plaintiff 
is the owner of said claim. 

By reason of the premises the defendants became 
and are [66] indebted to the plaintiff as follows: 


First Cause of Action 


Defendant, Harry C. Westover, is indebted to the 
plaintiff in the amount of $48,288.47 plus interest 
at 6% per annum on $26,055.22 from February 28, 
1949; on $16,636.15 from August 3, 1949; and on 
$597.10 from September 19, 1949. 

Defendant R. A. Riddell, is indebted to the plain- 
tiff in the amount of $12,394.07 plus interest at 6% 
per annum on $2,000.00 from December 2, 1949; on 
$2,000.00 from January 19, 1950; on $2,000.00 from 
February 17, 1950; on $6,393.07 from March, 1950; 
and on $1.00 from May 31, 1950. 
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Second Cause of Action 

Defendant, Harry C. Westover, is indebted to the 
plaintiff in the amount of $26,653.32 with interest at 
6% per annum on $26,055.22 from February 28, 
1949; and on $595.10 from September 19, 1949. 

Defendant, R. A. Riddell, is indebted to the plain- 
tiff in the amount of $42,978.05 with interest at 6% 
per annum on $42,977.05 from March 31, 1950; and 
on $1.00 from July 1, 1950. | 


Third Cause of Action 

Defendant, Harry C. Westover, is indebted to the 
plaintiff in the amount of $676.89 plus interest 
thereon at 6% per annum from March 15, 1947, 
until repaid to plaintiff, plus costs of this suit, to- 
gether with such other relief as seems proper to 
the court. 

li: a , Wey 


/s/ MELVIN D. WILSON, 
/s/ JOSEPH D. PEELER, 
/s/ EUGENE T. GARRETT 
Attorneys for Plaintiff. 
Duly Verified. 


[Endorsed]: Filed December 23, 1952. 
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In the United States District Court, Southern 
District of California, Central Division 


No. 13,392—Civil 


ELGIN R. PARKER, Plaintiff, 


VS. 


HARRY C. WESTOVER, ETC., and R. A. RID- 
DELL, ETC., Defendants. 


No. 13,391—Civil 


FLO PARKER, Plaintiff, 
VS. 


HARRY C. WESTOVER, ETC., and R. A. RID- 
DELL, ETC., Defendants. 


STIPULATION FOR CONSOLIDATION 


The above entitled parties, through their common 
counsel, Melvin D. Wilson, Esquire, for the Plain- 
tiffs, and Laughlin E. Waters, United States At- 
torney, Edward R. McHale, Assistant United States 
Attorney, Eugene Harpole, Special Attorney, In- 
ternal Revenue Service, for the Defendant, hereby 
[69] stipulate that the above entitled causes may be 
tried together and the evidence introduced in one 
case may be fully considered in the other case, and 
that there be but one jury, if the cases are tried be- 
fore a jury. 


lt 


_—_i 
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Dated this 28th day of June, 1955. 
/s/ MELVIN D. WILSON, 
Counsel for Plaintiffs 
LAUGHLIN E. WATERS, 
United States Attorney, 
EDWARD R. McHALE, 
Assistant United States Attorney, 
EUGENE HARPOLE, 
Special Attorney, 
Internal Revenue Service, 
/s/ By EDWARD R. McHALE 
Be It So Ordered. Dated: July 7th, 1955. 


/s/ LEON R. YANKWICH, 
Judge [70] 
| Endorsed]: Filed July 7, 1955. 


[Title of District Court and Cause No. 13,392. ] 


ANSWER TO AMENDED COMPLAINT 
FOR RECOVERY OF TAXES 


Defendants answer as follows: 
Alleged First Cause of Action 
I. 
Admit the allegations contained in Paragraph I 
of the Amended Complaint. 


AL. 

Admit the allegations contained in Paragraph II 
of the Amended Complaint, except that defendants 
deny that plaintiff is entitled to judgment in any 
amount against either defendant. 
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TEL. 

Admit the allegations contained in Paragraph 
ITI of the Amended Complaint, except defendants 
deny that said amount represented plaintiff’s [117] 
entire tax liability for the year 1945. 


ll 
Admit the allegations contained in Paragraph IV 
of the Amended Complaint. 


Vi 

Deny all of the allegations contained in Para- 
graph V of the Amended Complaint, except admit 
or aver that the deficiency and interest were paid, 
abated or satisfied by credits (the latter represent- 
ing over-assessments to plaintiff’s children on the 
same income here in question) in installments and 
on the dates set forth in Certificate of Assessments 
and Payments, Form 899, dated October 24, 1952, 
attached hereto as Exhibit ‘‘A” and made a part 
hereof. 

VI. 

Admit the allegations contained in Paragraph VI 
of the Amended Complaint, except deny the cor- 
rectness, validity and legal effectiveness of each and 
every allegation therein, and denies that the allega- 
tions set forth in said claim are sufficient to consti- 
tute a legal and valid claim for refund. 


VII. 
Admit the allegations contained in Paragraph 
VII of the Amended Complaint. 
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VITI. 
Admit the allegations contained in Paragraph 
VIII of the Amended Complaint. 


eX 
Deny all of the allegations contained in Para- 
eraph LX of the Amended Complaint. 


x. 
Deny all of the allegations contained in Para- 
graph X of the Amended Complaint. 


Kelis 
Admit the allegations contained in Paragraph 
XI of the Amended [118] Complaint. 


XII. 
Admit the allegations contained in Paragraph 
XII of the Amended Complaint. 


XII. 

Deny all of the allegations contained in Para- 
graph XITI of the Amended Complaint, except ad- 
mit that Elgin R. Parker filed a petition for ap- 
pointment of a guardian, as alleged; that said 
Higin R. Parker was appointed guardian and his 
bonds fixed in the amount as alleged; that the 
Court issued orders authorizing the guardian to 
enter into an agreement as alleged; and entered the 
authorizations and issued the letters of guardian- 
ship as alleged. 

DeV. 

Deny all of the allegations contained in Para- 

graph XIV of the Amended Complaint, except ad- 
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mit that Elgin R. Parker, individually, and as 
guardian, together with plaintiff’s wife, Flo Par- 
ker, signed the articles of co-partnership as alleged. 


XV: 

Defendants aver that they are without knowledge 
or information sufficient to form a belief as to the 
truth of any of the allegations contained in Para- 
graph XV of the Amended Complaint. 


XVI. 
Deny all of the allegations contained in Para- 
graph XVI of the Amended Complaint. 


XVII. 
Answering Paragraph XVII of the Amended 
Complaint, defendants aver that they are without 
knowledge or information sufficient to form a belief 


as to the truth of any of the allegations contained 
in Paragraph XVII. 


Deg ed LI Ll 


Deny all of the allegations contained in Para- 
graph XVIII of the Amended Complaint. [119] 


b.DS 


Deny all of the allegations contained in Para- 
graph XIX of the Amended Complaint. 


XX. 
Deny all of the allegations contained in Para- 
graph XX. of the Amended Complaint, except ad- 
mit that no part of the amount paid as shown by 


a 
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Exhibit “A’’ attached hereto has been refunded, 
and admit that plaintiff is the owner of the alleged 
claim, limited, however, to the amounts actually 
paid, as distinguished from the amounts abated or 
eredited shown on the Certificate of Assessments 
and Payments attached hereto. Defendants aver 
that plaintiff is not entitled to recover any amount 
in this action, and further, in the alternative, if the 
Court should hold otherwise, plaintiff is not entitled 
to recover any amount shown in said Certificate as 
having been credited, since for the purposes here 
concerned such amounts do not represent amounts 
paid by the plaintiff herein. 


XXII. 

Deny the allegations contained in Paragraph 
X XI of the Amended Complaint that plaintiff en- 
tered into a valid partnership with his wife and 
children and that $12,000.00 per year constituted a 
reasonable compensation for plaintiff’s services 
rendered to the Southern Heater Company. De- 
fendants admit that the business of Southern 
Heater Company grew very rapidly throughout its 
existence but deny that such growth was due to 
factors other than the value of plaintiff’s services. 
Defendants aver that the business of Southern 
Heater Company grew solely because of the value 
of plaintiff’s services and that plaintiff’s reason- 
able compensation for his services to the Southern 
Heater Company is considerably in excess of $12,- 
000.00 per year. 
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Alleged Second Cause of Action 
ily 


Defendants answer the allegations contained by 
reference in Paragraph I in the same manner as 
defendants answer Paragraphs I, II, VII, VIII, X, 
XI, XB XI, XIV, XV, XVIL XVI eae 
XIX of the Alleged [120] First Cause of Action. 


ale 

Admit the allegations contained in Paragraph II, 
except deny that the taxes were paid on the dates 
or in the installments alleged, and aver that such 
taxes were paid in the installments and on the dates 
as set forth in the Certificate of Assessments and 
Payments attached hereto as Exhibit ‘‘A”, and fur- 
ther deny that such taxes constituted plaintiff’s 
entire tax liability for the year 1946. 


TIT. 

Admit the allegations contained in Paragraph 
ITI, except deny that interest was assessed in the 
amount alleged and aver that interest was assessed 
in the amount of $8,552.10, of which the amount of 
$598.10 was abated, all of which is set forth in Ex- 
hibit “A” attached hereto. 


Val 
Deny all of the allegations contained in Para- 
graph IV and aver that the deficiency and interest 
were paid, abated or satisfied by credits (the latter 
presenting overassessments to plaintiff’s children 
on the same income here in question) in the man- 
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ner, in the amounts and on the dates set forth in 
Exhibit “A’’ attached hereto. 


oe 
Admit the allegations contained in Paragraph V 
of the Amended Complaint, except deny the cor- 
reetness, validity and legal effectiveness of each 
and every allegation therein, and deny that the al- 
legations set forth in said claim are sufficient to 
constitute a legal and valid claim for refund. 


Wale 
Deny all of the allegations contained in Para- 
graph VI of the Amended Complaint. 


VII. 

Deny all of the allegations contained in Para- 
graph VII, except admit that no part of the amount 
paid as shown by Exhibit ‘‘A’’ attached hereto has 
been refunded, and admit that plaintiff is the owner 
of the alleged claim, limited, however, to the 
amounts actually paid, as [121] distinguished from 
the amounts abated or eredited, shown on the Cer- 
tificate of Assessments and Payments attached 
hereto. Defendants aver that plaintiff is not enti- 
tled to recover any amount in this action, and fur- 
ther, in the alternative, if the Court should hold 
otherwise, plaintiff is not entitled to recover any 
amount shown in said Certificate as having been 
eredited, since for the purposes here concerned 
such amounts do not represent amounts paid by the 
plaintiff herein. 


CO CTE 
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VIII. 

Deny all of the allegations contained in Para- 

orapn Vie 
IX. 

Deny the allegations contained in Paragraph IX 
of the Amended Complaint that plaintiff entered 
into a valid partnership with his wife and children 
and that $12,000.00 per year constituted a reason- 
able compensation for plaintiff’s services rendered 
to the Southern Heater Company. Defendants ad- 
mit that the business of Southern Heater Company 
grew very rapidly throughout its existence but 
deny that such growth was due to factors other 
than the value of plaintiff’s services. Defendants 
aver that the business of Southern Heater Company 
grew solely because of the value of plaintiff’s serv- 
ices and that plaintiff’s reasonable compensation 
for his services to the Southern Heater Company is 
considerably in excess of $12,000.00 per year. 


Alleged Third Cause of Action 
I. 


Defendants answer the allegations contained by 
reference in Paragraph I in the same manner as 
defendant answered Paragraphs J, II, VII and 
VIII of the Alleged First Canse of Action and 
Paragraphs II, III and IV of the Alleged Second 
Cause of Action. 

Hi. 

Deny all of the allegations contained in Para- 
graph II, except admits that plaintiff filed with the 
Collector of Internal Revenue on or about March 
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15, 1950, an instrument purporting to be a claim 
for refund in the amount of $676.89. [122] 


IIT. 
Admit the allegations contained in Paragraph 
ITI. 
TV. 
Admit the allegations contained in Paragraph 
1a 
ve 
Deny all of the allegations contained in Para- 
graph V, and aver that the alleged deduction was 
granted and allowed in full. All income taxes re- 
sulting from the allowance of the deduction were 
duly abated. 


LAUGHLIN E. WATERS, 
United States Attorney 


EDWARD R. McHALE, 
Assistant United States Attorney, 
Chief, Tax Division 
EUGENE HARPOLE and 
SIDNEY J. MACHTINGER, 
Attorneys, Internal Revenue 
Service 
/s/ By SIDNEY J. MACHTINGER, 
Attorneys for Defendants [123] 


Affidavit of Service by Mail Attached. [126] 


[Endorsed]: Filed April 26, 1956. 
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aTIFY that the foregoing transcript of the accounts of the taxpayer named above in respect to the 
cified, is true and complete for the period stated, and that all ee and payments of tax, 


ind interest, and all abatements, credits, and refunds oe y the records 
fice, are shown therein. 
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SORY DEPARTMENT Exhibit "A"--(continued) 


OF DISTRICT DIRECTOR OF INTERNAL REVENUE Inre: _ ....! Elgin Parker .__i‘(‘(‘ial 
(Name of taxparser) 

} ANGELES, CALIFORNIA Box 629, Compten, Calif, 
(Address) 


E COMMISSIONER OF INTERNAL REVENUE: 
ATTENTION: 


' ee ee eae ae So art esses a 


(Refer to to Ser “ele Mate te of letter request ite ¢ thi is s\ceri@editlon!) 


e following is a transcript of the records of this office covering the accounts of the taxpayer named 


"(Character of tax) 


~{ Period Eovered ) 


5106401 
5272728 


7/46 1900455 
Alar? 1922574 
P L/15/47 1958048 


[ CERTIFY that the foregoing transcript of the accounts of the taxpayer named above in respect tc the 
Specified, is true and complete for the period stated, and that all assessments and payments of tax, 
ty and interest, and all abatements, credits, and refunds relating thereto as disclosed by the records 


is office, are shown therein. 
: April 26, ee Cl ALL 


BOVERMMENY PRINTING CHFICE 16—13000-2 (See a on reverse of ane Heate) Distriet Director of Internal Rerenue. 
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DECISION 
The above entitled cause heretofore tried, argued 


/ and submitted is now decided as follows: 


Judgment will be for the defendant, that the 
plaintiff take nothing by his complaint. 

Costs to the defendant. Findings and judgment to 
be prepared by counsel for the defendant under 
| local Rule 7. 

Comment 

This is another family partnership case in which 
plaintiff seeks to recover income taxes for the fiscal 
years ending October 31, 1945, 1946, 1947 and 1948. 
A ease involving the tax for the fiscal year ending 
October 31, 1944, decided by a jury against the tax- 
payer, was affirmed on appeal. (Parker v. West- 
over, 9 Cir., 1950, 186 F.2d 49) 

When the present case first came before me, on 
[131] consideration, I sustained without the taking 
of any testimony the plea of the Government that 
the judgment as to the year 1944 was res judicata. 
That ruling was reversed on appeal. (Parker v. 
Westover, 9 Cir., 1955, 221 F.2d 603) The case has 
now been tried and facts fully presented and 
argued. 

There is a tendency in some Courts of Appeals 
to assume that because of the liberalization of the 
rule of partnerships contained in the 1951 Amend- 
ment to §191 of the Internal Revenue Code, (In- 
ternal Revenue Act of 1950, §340(a), (b) and 
(c)), questions relating to partnerships coming into 
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existence before the effective date of that Amend- 
ment shall be treated by the same criteria which the 
Amendment set forth. (Alexander v. Commis- 
sioner, 8 Cir., 1952, 194 F.2d 921; Parker v. West- 
over, 9 Cir., 1955, 221 F.2d 603, 606-607) However, 
the Congress, itself, in enacting the more liberalized 
rule, stated specifically: 

“The determination as to whether a person shall 
be recognized as a partner for income tax purposes 
for any taxable year beginning before January 1, 
1951, shall be made as if this section had not been 
enacted and without inferences drawn from the fact 
that this section is not expressly made applicable 
with respect to taxable years beginning before Jan- 
uary 1, 1951.’’ ($ 340) (Emphasis added) 

So we are back to the general criteria laid down 
by the Supreme Court in Commissioner v. Culbert- 
son, 1949, 337 U.S. 733, 742-743: 

‘“The question is not whether the services of cap- 
ital contributed by a partner are of sufficient im- 
portance to meet some objective standard suppos- 
edly established by the Tower case, but whether, 
considering all the facts—(1) the agreement, [132] 
(2) the conduct of the parties in execution of its 
provisions, their statements, the testimony of dis- 
interested persons, (3) the relationship of the par- 
ties, (4) their respective abilities and capital con- 
tributions, (5) the actual control of the income and 
the purposes for which it is used, and (6) any 
other facts throwing light on their true intent—the 
parties in good faith and acting with a business 
purpose intended to join together in the present 
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conduct of the enterprise. There is nothing new or 
particularly difficult about such a test. Triers of 
fact are constantly called upon to determine the 
intent with which a person acted.”’ (Numbering 
added) 

As stated at the conclusion of the trial, the tax- 
payer in this case has shown fairness in dealing 
with the income allocated to the minor children in 
the partnership. On the whole, however, I am satis- 
fied that if we apply the six criteria laid down in 
the Culbertson case, the conclusion must be that the 
partnership was not created to fulfill any legitimate 
business purpose, that the business continued to be 
eontrolled by the parents who created it, and that, 
despite compliance with state law and periodical 
reports of the father, as guardian, the partnership, 
eannot, for tax purposes, be considered as entered 
into in good faith. (See, Schlobohm v. United 
Piaves, duo2, 105 ES. 593; Helvering v. Clifford, 
1950, 309 U.S. 330; Toor v. Westover, 9 Cir., 1958, 
200 #.2d 713; Snyder v. Westover, 9 Cir., 1954, 217 
dees, 930 (1). 


Hence the ruling above made. 
Dated this 15th day of June, 1956. 


/s/ LEON R. YANKWICH, 
United States District Judge [1383] 


[Endorsed]: Filed June 15, 1956. 


1. Since this opinion was written the Court of 
Appeals for the Ninth Circuit in Smith v. West- 
over, No. 14594, decided July 23, 1956, sustained 
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the judgment in another case in which the facts 
were very similar to the facts in this case. The fol- 
lowing language of the opinion is very appropriate 
to the situation here 

‘Furthermore, it would seem that an obvious de- 
vice of this sort by husband and wife to provide for 
the future of their minor children without any 
business purpose involved should not be sanctioned. 
This business had been operated as community 
property and was under the control of the husband. 
The capital which was taken out for the purpose of 
making it under the sole control of the husband 
was paid back in and the wife and children given 
ostensible interests for no apparent purpose except 
to build up an estate in the children at the expense 
of the United States. We think the law does not 
require us to sanction such an obvious device.” 


(Shp decision, pages 4 and 5. Opinion not yet re- 
ported in 235 F.2d ) [134] 


[Endorsed]: Filed Oct. 11, 1956. 


[Title of District Court and Causes 13392, 13391, 
ISt7 2s iis. | 


OBJECTIONS TO FORM AND CONTENT OF 
PROPOSED FINDINGS OF FACT AND 
CONCLUSIONS OF LAW 


Plaintiffs herein respectfully object to the Pro- 
posed Findings of Fact and Conclusions of Law 
served upon their counsel July 2, 1956, in the fol- 
lowing particulars: 
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A. The Proposed I*indings of Fact are erro- 
neous in that they contain incorrect statements of 
ultimate fact as follows: 


Finding No. IIT. 

It incorrectly states that the partnership of Mr. 
and Mrs. Parker commenced January, 1942, 
whereas the uncontradicted evidence shows that 
such partnership commenced November 1, 1942. 


Finding No. IV. 

1.. This Finding omits the fact that the partner- 
ship formed by Mr. and Mrs. Parker, on November 
1, 1942, had a substantial contribution of capital 
from each, and in the second sentence thereof infers 
that capital was not a material income producing 
element of the business. There is no controversy in 
the record to the fact that capital was a substantial 
income producing element of the business and that 
the expansion of the business and the increased 
earnings could not have been obtained [136] except 
for the capital investment, both by way of contribu- 
ted capital and retained earnings. 

2. The sentence commencing on line 12 is incor- 
rect in that the plaintiffs actually gave their chil- 
dren interests by written deeds of gift—the lan- 
guage on line 18, therefore, which states “‘pur- 
ported to give’’ is incorrect. 

8. The deeds of gift reflect that Mrs. Parker 
gave to each of her four then living children a one- 
| sixteenth interest in the partnership, its assets and 

business, and that Mr. Parker by written deed of 


We 
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gift gave to each of his four then living children a 
one-sixteenth interest in the partnership, its assets 
and business. The words “one-eighth’’ on line 14 
should be changed to ‘‘one-sixteenth’’. 


4. The last sentence of the Finding is incom- 
plete in that it fails to include the statement that 
additional gift taxes were assessed by the Govern- 
ment and paid by the plaintiffs. 


Finding No. V. 

1. The sentence beginning at line 27 states that 
the partnership agreement was entered into with 
the “consent’’ of the Superior Court. More appro- 
priate language would be to say that the partner- 
ship agreement was entered into after the ‘‘ap- 
proval” thereof by the Superior Court. The agree- 
ment, as approved, included a provision for an ini- 
tial salary of $12,000.00 per year for E. R. Parker. 


2. The last sentence of the Finding is incorrect 
in that it states that the same capital and the same 
management continued as before the organization 
of the partnership. The record is clear and uncon- 
tradicted [137] that the capital which formed the 
initial capital of this partnership was contributed 
by each of the partners and that each of the chil- 
dren, as partners, with the approval of the Supe- 
rior Cowrt, contributed assets, the cost of which was 
$24,745.98. The evidence is also clear that the capi- 
tal needs of the business after 1943 were supplied 
by the retention of earnings and therefore consti- 
tuted additional contributions of capital by each of 


Harry C. Westover, C.U.R., et al. 37 


the partners substantially in proportion to their 
participation. 

3. The last sentence of the Finding is also erro- 
neous in that it recites that the same management 
continued as before the organization of the partner- 
ship. This is erroneous in that Mr. Parker, acting 
as manager, operated the business, but the manage- 
ment, by the partnership agreement, was given to 
each of the partners, and Mr. Parker, therefore, 
acted not only for himself, but in the fiduciary ca- 
pacity as representative of the children. The four 
minor partners, represented by the guardian, under 
the supervision of the Superior Court, had four out 
of a total of six votes on partnership matters. 


Finding No. VIT. 

This Finding is wrong in stating that the only 
disbursement to the guardianship estates was that 
of $3,750.00 to each of the four children during 
1945. Exhibit 60 demonstrates that in addition to 
this disbursement there were additional disburse- 
ments made as follows: 

Year ended October 31, 1944: $14,92 

Year ended October 31, 1945: 10,423.2 

Year ended October 31, 1946: 2,723.69. [138] 

Year ended October 31, 1947: $16,736.52. 

Year ended October 31, 1948: 406.47. 


Finding No. X. 
The second and third sentences are inaccurate m 
that the record shows that the capital upon the for- 
mation of the partnership was contributed from 


38 Elgin R. Parker and Flo Parker vs. 


property owned by Mr. Parker and Mrs. Parker 
and by each of the four children. In addition, capi- 
tal was contributed by all six partners from re- 
tained earnings of the business, and records were 
scrupulously kept showing precisely the amount of 
retained earnings and the amount attributable to 
each of the six partners. 


Finding No. XI. 

1. The first sentence of the proposed Finding is 
in the nature of a conclusion of law, rather than a 
Finding of fact. Whether or not the purposes for 
which the gifts were made and the partnership 
created come within the meaning of the term “busi- 
ness purpose’’, as used by the courts, is a question 
of law to be determined from the ultimate facts. 
This sentence should, therefore, be deleted. 


2. The second sentence is incomplete in that it 
uses the phrase “help the children’’. The testimony 
of both Mr. and Mrs. Parker, and that of the two 
boys, was to the effect that the gifts were made in 
order to provide financial security for the children, 
as well as to provide an inducement for them to go 
into the family business. The phrase ‘‘help the chil- 
dren’’ should be changed to “provide financial secu- 
rity for the children”. Such a change would be not 
only in aecord with the evidence, but is also in 
accord with the remarks by the Trial Court at the 
[139] conclusion of oral argument. 


3. The purposes expressed by the witnesses are 
eredible in light of all the circumstances, particu- 
larly in view of the fact that as the Court itself has 
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found, each of the plaintiffs showed complete fair- 
ness in dealing with the allocation of income from 
the partnership to the minor children. The evidence 
amply shows that the intention to provide financial 
security for the children has been fulfilled, and that 
the hope for their entering into the business, while 
not fulfilled, is still a distinct possibility. The in- 
ducement is still working. The third sentence of the 
proposed Finding, therefore, is not in accordance 
with the preponderance of the testimony and the 
reasonable inferences to be drawn therefrom. 


4. The last sentence of the proposed Finding is 
erroneous in stating that none of the children had 
expressed a determination to enter into the busi- 
ness, whereas each of the two boys showed a pres- 
ent inclination to enter into the family business. 
This testimony is uncontradicted. 


Finding No. XII. 

The statement in the first sentence to the effect 
that the economic substance of the business was 

not changed after the deeds of gift to the children 
were made is immaterial, but 1s erroneous in that 
the economic substance was changed. The children 
from the time of the creation of the partnership 
had substantial economic interests therein. These 
interests were not defeasible. The transaction by 
which the interests had been obtained was taxed, 
and the father, as guardian, became and remained 
accountable [140] for the proportion of earnings 
attributable to the respective interests of the chil- 
dren. 
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Capital was a material income producing factor. , 
This capital included not only that which was in-— | 
vested by all of the partners at the inception of the — | 
partnership, but also retained earnings attributable 
to each partner’s share. Mr. Parker’s testimony is | 
uncontradicted and unqualified to the effect that 
without the retention of capital the business of the 
partnership would not have been able to expand 
and to prosper as it did. There is no evidence what- 
soever that contradicts this or from which an infer- 
ence could be made that capital was not the mate- 
rial income producing factor. 


Finding No. XVI. 

1. The first sentence of this Finding is clearly 
erroneous in its statement that all the income of 
the partnership was earned by Mr. Parker. The in- 
come was earned by the partnership. As the Gov- 
ernment indicates in its proposed Finding XV, that 
income resulted from the services of Mr. Parker 
and also from the capital contributed at the outset 
and throughout the hfe of the partnership. There 
is no evidence whatsoever to support the finding 
that the income was earned by Mr. Parker. 


2. To say that the partnership made no real 
change in the economic or financial status of the 
Parker family, is not only without support in the 
record, but is absolutely and positively contradicted 
by the record. The economic and financial status of 
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[141] each of the Parker children changed from 
zero, prior to the making of the gifts, to $24,745.98 
after the gifts were made and to a total of $88,- 
339.92 at the time the partnership was terminated 
in 1948. That was a real change and one made by 
reason of the gifts and the partnership. 


Minding No. XVII. 

This proposed Finding is not material. Neither 
is it a Finding of an ultimate fact, but rather is 
the quotation of two isolated instances in the tran- 
seript. If the salary of $12,000.00 paid to Mr. Par- 
ker was a reasonable one, there should be such a 
finding. If the Government contends that the salary 
should have been $52,000.00, it should have pro- 
posed a finding to that effect, rather than to quote 
from one of the documents in the record. 


Finding No. XVIII. 

It is submitted that this Finding is not supported 
by the record. More important, however, is that it 
is immaterial in that it apples the old fashion 
standard of the family partnership cases and does 
not recognize the changes in the applieable law as 
reflected in the more reeent cases of Parker vy. 
Westover 221 Fed. (2d) 603; Pike v. U.S. February 
16, 1956, C.A. 9; Snyder v. Westover 217 Fed. (2d) 
928; Commissioner v. Eaton 210 Fed. (2d) 653; 
Toor v. Westover 200 Fed. (2d) 713. 

In addition to the Findings of Fact proposed by 
defendant, plaintiffs submit that the following addi- 
tional Findings of Fact should be made to the end 
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that the Findings will reflect all the relevant facts 
relating to the partnership and its income: [142] 


di 

Commencing shortly prior to 1940, and continu- 
ing until the Fall of 1948, Elgin R. Parker and his 
wife, Flo Parker, had upon numerous occasions 
discussed the desirability of making gifts to their 
then children. Prior to the time that the gifts were 
made on October 31, 1948, each had decided and 
determined that it would be desirable to make gifts 
to the children in order to provide financial secu- 
rity for their future and in order to serve as an 
inducement for their entering into the family busi- 
ness. The first of these two motives was the more 
important reason for the making of such gifts. 


ii, 

At the time the plaintiffs decided to make gifts, 
neither had consulted with any accountant or at- 
torney with regard thereto. Mr. Parker was aware 
that income taxes might be saved by making gifts. 
At the time the gifts were made, on October 31, 
1943, Mrs. Parker was not aware of any tax saving 
that would result. 

TI. 

From the time the guardianship proceedings were 
instituted by Mr. Parker on November 1, 1948, 
throughout the entire period of the partnership 
and continuing until the time when the two daugh- 
ters became of age, and continuing until the pres- 
ent time for the two sons, the interests of the chil- 
dren have at all times been subject to the jurisdic- 
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tion of the Superior Court of the State of Califor- 
nia in and for the County of Orange. Mr. Parker 
throughout the period of the partnership eaeh year 
filed annual reports with the Court indicating pre- 
cisely the amount of partnership income attribu- 
table to each child’s share in the partnership and 
accounting for all funds received or disbursed. 
Since the partnership terminated in 1948, Mr. Par- 
ker, as guardian for the children, [1438] has con- 
tinued to file annual accounts with said Court show- 
ing the assets, disbursements and receipts for the 
account of cach child. The guardian, during all the 
years involved, presented many special problems to 
the Superior Court and obtained instructions 
thereon. 
| IV. 
The interests of each of the children at the com- 
{ mencement of the partnership and thereafter until 
its termination in the way of capital investment 
including contributed capital and accumulated earn- 
ings were as follows: 

October 31, 1943: $24,745.98. 

October 31, 1944: 41,385.42. 

October 31, 1945: 54,417.94. 

October 31, 1946: 89,292.19. 

October 31, 1947: 75,592.75. 

October 31, 1948: 84,589.92. 

Note: This fact not mentioned in the Proposed 
Findings by the Government, is one of the particu- 
lar matters cited by the Court as being relevant and 
material in Parker v. Westover, 9 Cir., 221 Fed. 
(2d) 603, 606. 


eee ei ae 
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V. 

Throughout the entire period of the partnership, 
from November 1, 1943, until October 31, 1948, the 
income attributable to the interests of the children 
from the partnership was fairly allocated to them 
in accordance with their respective interests. 


Vale 
The partnership complied in all respects with the 
laws of the State of California. 


VII. 

The conduct of Mr. Parker, individually, and as 
guardian for the four children, and the conduct of 
Mrs. Parker, [144] in carrying out the provisions 
of the partnership agreement, is consistent with 
their having entered into the partnership in good 
faith. 

VIII. 

The gifts by Mr. and Mrs. Parker to the children 
were made October 31, 1948. Articles of partner- 
ship were executed by and on behalf of the partners 
on February 25, 1944. If the Superior Court of the 
State of California in and for the County of 
Orange had not approved the investment of the 
children’s assets in the partnership, the business 
would have been foreed to dissolve, and the chil- 
dren’s assets would have been invested otherwise. 


IBS 
No part of the earnings of the partnership at- 
tributable to the interests of the four children was 
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at any time used by Mr. Parker or Mrs. Parker 
for the support, maintenance or education of such 
children. 
wa 

The interests of the four children as partners 
were reflected in all dealings involving the disclo- 
sures of the partners, including the filing of tax 
returns, obtaining of franchises and licenses, and 
the filing of financial reports. 


XT. 

The two daughters of plaintiffs reached their 
majorities in 1951 and 1953 and their guardianship 
estates (less some assets withheld for adjustment 
on account of income taxes) were distributed to 
them and in the following years their guardianships 


were terminated. 


XIT. 

As of April 30, 1946, the partnership transferred 
its water heater manufacturing business and the 
manufacture of control devises to two corporations 
im exchange for their [145] stocks which were is- 
sued to and held by the partnership. The real estate 
was leased on a long-term basis to one of the corpo- 
rations. As of September 30, 1948, the real estate 
was transferred to a third corporation whose stock 
was issued to and held by the partnership. 

As of October 31, 1948, the partnership was ter- 
minated and its assets distributed to the six part- 
ners, mcluding the four guardianship estates. 

After April 30, 1946, the partnership was passive, 
merely holding stocks, Iecased real estate, and notes. 
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XITTI. 

The plaintiffs had become bankrupt in 1936 as a 
result with dealing in real estate. The heater manu- 
facturing business had always been profitable for 
them, and the partnership composed of the plain- 
tiffs and the four children was not authorized to © 
and did not engage in real estate transactions. 


XIV. 
Elgin R. Parker as guardian was required to se- 
cure and deposit in each guardianship estate, a 
surety bond of $23,000.00. 


Dated this 9th day of July, 1956. 


Respectfully, 
MUSICK, PEELER & GARRETT, 
MELVIN D. WILSON, 
JOHN P. POLLOCK, 
/s/ By MELVIN D. WILSON, 
Attorneys for Plaintiffs [146] 


Affidavit of Service by Mail attached. 
[Endorsed]: Filed July 10, 1956. 


| 
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United States District Court, Southern District 
of California, Central Division 


No. 13,392-Y Civil 


ELGIN R. PARKER, Plaintiff, 
vs. 


HARRY C. WESTOVER and R. A. RIDDELL, 
Defendants. 


No. 13,391-Y Civil 


FLO PARKER, Plaintiff, 
VS. 


HARRY C. WESTOVER and R. A. RIDDELL, 
Defendants. 


No. 18,772-¥ Civil 


 ELGIN R. PARKER, Plaintiff, 


Vs. 


R. A. RIDDELL, Defendant. 


No. 18,773-Y Civil 


FLO PARKER, Plaintiff, 


VS: 


R. A. RIDDELL, Defendant. 


FINDINGS OF FACT, CONCLUSIONS 
OF LAW AND JUDGMENT [148] 


The above-entitled cases were consolidated for 
trial and came on regwarly for hearing before the 
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Court without the intervention of the jury on May — 
1, 1956, and trial was concluded on May 3, 1956, the 
Honorable Leon Yankwich, Chief Judge, presiding. 
Plaintiffs were represented by their counsel, 
Musick, Peeler and Garrett through Melvin D. 
Wilson and John P. Pollock and the defendants 
were represented by their counsel, Laughlin E. 
Waters, United States Attorney for the Southern 
District of Cahfornia, Edward R. McHale, Assist- 
ant United States Attorney, Chief, T'ax Division, 
Robert H. Wyshak, Assistant United States Attor- 
ney, and Sidney J. Machtinger, Attorney, Internal 
Revenue Service. The Court having heard and con- 
sidered all of the evidence and having read and con- 
sidered the briefs submitted by each side, makes 
the following findings of fact and conclusions of 
law: 
Findings of Fact 


I. 


Plaintiffs Elgin R. Parker and Flo Parker are 
husband and wife and are residents of the State of 
California, County of Los Angeles, within the juris- 
diction of this Court. Plaintiffs in these actions 
seek refunds of income taxes paid for the calendar 
years 1945, 1946, 1947 and 1948, in the total amount 
of $282,164.96. 

100: 


Plaintiffs timely filed claims for refund of the 
taxes sought to be recovered herein and timely filed 
suits for refund after rejection of such claims on 
behalf of the Commissioner of Internal Revenue. 
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iL. 

Sinee the late nineteen thirties, plaintiff Elgin R. 
Parker had been engaged in a business known as 
Southern Heater Company. This business consisted 
of the manufacturing and selling of gas water heat- 
ers. Commencing in November, 1942 and until Oc- 
tober 31, 1948, this business was operated as a part- 
nership by the plaintiffs with each of them owning 
a one-half interest therein. [149] 

IV. 

Plaintiff Flo Parker rendered no services what- 
soever to this partnership. Starting with little capi- 
tal, plaintiff Elgin R. Parker had inereased the in- 
come of the Southern Heater Company from the 
date of its inception in the late nineteen thirties 
until October 31, 1943 so that for the fiscal year 
ended October 31, 1943 the Southern Heater Com- 
pany showed a net profit of $193,000. Plaintiffs on 
November 1, 1943 had four children, Flo Diane 
Parker, Patricia Lee Parker, Roland Tibbets 
Parker and Arthur Elgin Parker, who then were 
14, 11, 6 and 3 years old, respectively. In 1945 
plaintiffs had a fifth child who is not involved in 
the instant cases. On October 31, 1943, Elgin R. 
Parker and Flo Parker, by written deeds of gift, 
each gave to each one of their then four minor chil- 
dren an undivided one-eighth interest in the part- 
nership then conducted by the parents under the 
name of Southern Heater Company. This left the 
parents with a one-fourth interest each in the 
Southern Heater Company and the children with a 
one-eighth interest each. Federal gift tax returns 
were filed by the donors for the year 1943 reporting 
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the gifts to the four children and gift taxes paid. 
Vv. 

On November 1, 1943 Elgin R. Parker petitioned 
the Superior Court of Orange County, California 
wherein the plaintiffs were then residing, for an 
appointment of himself as guardian of the assets of 
his four children, which had been transferred to 
these children by the deeds of gift. This petition 
was granted and an order appointing the father as 
guardian of his children was made by the Superior 
Court on December 31, 1943. After his appoint- 
ment as guardian, Elgin R. Parker, with the con- 
sent of the Superior Court, entered into a general 
partnership agreement between himself as guardian 
of his four children, himself as an individual, and 
his wife, Flo Parker, for the purpose of carrying 
on the business of the Southern Heater Company. 
This general partnership agreement was effective 
November 1, 1948, the day after the deeds of gift to 
the children. The business of the Southern Heater 
Company was continued [150] after November 1, 
1943 in the same place with the same capital under 
the same management of Elgin R. Parker. 

Var 

Subsequent to the formation of the partnership 
on November 1, 1943 the net income of the South- 
ern Heater Company was as follows: 


Fiscal Year Ended Income 
October "31, 194408 «=e $263,928.92 
Octoker 31,.A945),. Coe: Oe 229,646.15 
October’31,, 19460>,.. aaa =, 307,983.48 
October 31, 194 eee ae 26,696.66 


October 31, 1948.............. 57,629.12 
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VI. 

Despite the large partnership earnings and prof- 
its during the years in question the only disburse- 
ment to the guardianship estate ont of the business 
profits was a disbursement of $3,750 in United 
states war bonds to each of the four children dur- 
ing the year 1945. At the termination of the part- 
nership on October 31, 1948, the only assets which 
the children had in their guardianship estates were 
stocks in various corporations, and notes given by 
the plaintiffs for momes borrowed by the parents 
from the guardianships. The corporations had been 
formed in 1946 and succeeding years to take over 
certain partnership assets and operations in ex- 
change for their stock which the partnership held. 


VITI. 
’ Neither the children nor Flo Parker contributed 
any services to the partnership at any time, nor did 


they participate in the management or control 
thereof. 


Xs. 

| Although Elgin R. Parker, as guardian of the 
children’s estates, filed annual reports with the Su- 
perior Court, he exercised sole control in the opera- 
tion of the Southern Heater Company and subsid- 
tary corporations. Permission of the Superior 
Court was neither sought nor obtained for the 
operation of the business. At no time was any act 
of Elgin R. Parker as guardian in the guardianship 
proceedings opposed by any party nor was any peti- 
tion or request by him to the Superior Court de- 
nied. [151] 
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x. | 
All of the capital used in the operation of the 
business of the Southern Heater Company came | 
from the operations and profits of the company. — 
None of the capital originated from sources outside 
the business. Neither Flo Parker nor the children 
contributed any capital towards the operation of — 
the business. The amount of capital in the business — 
was not changed in any way because of the creation | 
of the guardianships or because of the deeds of gift © 
to the children on October 31, 19438. Although Elgin 
R. Parker ostensibly represented the children as 
their guardian, he did not operate the business 
after November 1, 1943 in any manner different 
from the way it had been operated prior to Novem- 
ber 1, 1943. 
oar 
Plaintiffs had no business purpose in making the | 
deeds of gift to their children or in the creation of 
the general partnership. Plaintiffs’ sole, expressed 
purpose was to help the children and to provide an 
inducement for the children to enter the business 
of the family. This expressed purpose is not cred- 
ible and lacks foundation when considered in light 
of the fact that plaintiffs created a general partner- 
ship which rendered the entire interest of the chil- 
dren subject to claims of creditors and in light of 
the tender ages of the children during the period 
of the partnership involved herein. ‘To this date 
none of the plaintiffs’ children has actively entered 
into the business of the plaintiffs or even expressed 
a determination so to enter the business when he is 
of age. 
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XaET. 

The ereation of the general partnership following 
the deeds of gift to the children of an interest in 
the going business affected the titular ownership of 
the business and the legal form but not the eco- 
nomic substance thereof. The additional partners 
after October 31, 1943 had no business affect what- 
soever on the operation of the Southern Heater 
Company. [152] 

DoT, 

Overassessments of the taxes paid by the guar- 
dianship estates for the calendar years 1944 through 
1948 were made by the Commissioner of Internal 
Revenue, when he determined that all income earned 
by the Southern Heater Company during those 
years was taxable to the parents and that the part- 
nership arrangement was merely a reallocation of 
income within the family group. 


NIV. 

Plaintiffs, with the approval of the Superior 
Court, borrowed the refunds due the children and 
applied them toward the additional taxes resulting 
from the Commissioner’s determination. Notes 
were issued therefor. 

SON 

During the fiseal years ended October 31, 1945, 
1946, 1947 and 1948 the income of the Southern 
Heater Company was produced entirely as the re- 
sult of the personal services of Elgin R. Parker 
and of the capital which the Southern Heater 
Company had at the commencement of the partner- 
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ship and which was additionally accumulated from 


retained earnings. Capital was not a material in- | 


come producing factor of the Southern Heater 
Company during the years involved. 


POV I. 

All of the income from the partnership business 
allocated to the guardianship estates for the Parker 
children was earned by Elgin R. Parker. The part- 
nership made no real change in the economic or — 
financial status of the Parker family. 


XVI. 

During the years 1944, 1945 and 1946 Elgin R. 7} 
Parker received a salary of $12,000 from the part- | 
nership for services rendered in its behalf. In a 
statement filed with the Superior Court in the 
guardianship proceeding Elgin R. Parker’s attorney 
on his behalf stated that “the father received a sal- 
ary of but $12,000, whereas the services were worth 
at least $52,000 per year.” [153] 


BO JUL 

Considering all of the facts—the deeds of gift, 
the partnership agreement, the conduct of the par- 
ties, the execution of the provisions of these gifts 
and agreement, statements and testimony of the 
witnesses, the relationship of the parties, their re- 
spective abilities and capital contribution, the ac- 
tual control of the income allocated to the guard- 
ianship estates and all other facts throwing light 
on their true intent, the parties did not in good 
faith and acting with a business purpose intend 
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that the guardianship estates should join together 


| with the plaintiffs herein in the present conduct of 


the partnership enterprise known as the Southern 
Heater Company. 
XIX. 
Each and every econelusion of law which is 


} deemed a finding of fact is hereby found as a fact. 


From the foregoing findings of fact the Court 
draws the following: 


Conclusions of Law 
dy 
The Court has jurisdiction of these actions and 
of the parties thereto. 
. 
During the fiscal years ended October 31, 1945, 


| 1946, 1947 and 1948, neither Elgin R. Parker, as 


guardian for his children, Flo Diane Parker, Patri- 
cia Lee Parker, Roland Tibbets Parker and Arthur 
Elgin Parker, nor his said children were partners 
in the operation of the business known as the 
Southern Heater Company within the meaning of 
the Internal Revenue Code. None of the income 


_ from said business should be attributed to Elgin R. 


Parker as guardian of the estates of the above- 
named children or to the children themsclves. 


HI. 
Plaintiffs have not sustained their burden of 
proving that during the fiscal years ended October 
31, 1945, 1946, 1947 and 1948, plaintiffs Elgin R. 


| Parker and Flo Parker in good faith and acting 
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[154] with a business purpose intended that their 1 
children or Elgin R. Parker as guardian of the | 
estates of his four children join together with — 
them as a partner in the present conduct of the 

Southern Heater Company. 4 


Ve 
Plaintiffs have not proved that a business pur- 
pose existed for the inclusion of their children or 
Elgin R. Parker, as guardian of the estates of his 
four children, as a partner with them in the busi- 
ness of the Southern Heater Company. 


We 
Plaintiffs did not over pay their Federal income 
taxes for the years 1945, 1946, 1947 and 1948. 


VI. 

Neither of the plaintiffs is entitled to recover 
anything on the complaints herein, and judgments 
should be entered dismissing the complaints with 
prejudice, the defendants to have judgments for ] 
their costs. | 

Valle 

Each and every finding of fact which is deemed 
a conclusion of law is hereby found as a matter 
of law. 


Judgment 
In accordance with the foregoing findings of fact 
and conclusions of law, it is hereby ordered, ad- 
judged and decreed: 
That the plaintiffs take nothing by their com- 
plaints; that the complaints may be and are dis- 
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missed with prejudice and that the defendants have 

judgment for and shall recover from plaintiffs the 

amount of their costs to be taxed by the clerk of 

this court in the sum of $20.00 in each case. 
Dated: This 11th day of July, 1956. 


/s/ LEON R. YANICWICH, 
United States District Judge 


Affidavit of Service by Mail attached. [156] 


[Endorsed]: Lodged Jime 29, 1956. Filed July 
11, 1956. Docketed and Entered July 12, 1956. 


[Title of District Court and Causes No. 13391-2.] 


NOTICE OF APPEAL 


Notice Is Hereby Given that Elgin R. Parker 
and Flo Parker, plaintiffs in the above captioned 
consolidated cases, hereby appeal to the United 
States Court of Appeals for the [157] Ninth Cir- 
euit from the final judgment entered in the above 
consolidated cases on July 12, 1956. 


MUSICK, PEELER & GARRETT 
MELVIN D. WILSON 
JOHN P. POLLOCK 
/s/ By JOHN P. POLLOCK 
Attorneys for Appellants [158] 


Certificate of Service by Mail Attached. 
[Endorsed]: Filed August 13, 1956. 
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NOTICE OF APPEAL 
Notice Is Hereby Given that Elgin R. Parker and 
Flo Parker, plaintiffs in the above captioned con- 
solidated cases, hereby appeal to the United States 
Court of Appeals for the [159] Ninth Circuit from 
the final judgment entered in the above consolidated — | 
cases on July 12, 1956. | 


MUSICK, PEELER & GARRETT 
MELVIN D. WILSON 
JOHN P. POLLOCK 
/s/ By JOHN P. POLLOCK 
Attorneys for Appellants [159] 


Certificate of Service by Mail Attached. 
[Endorsed]: Filed August 13, 1956. 


[Title of District Court and Causes 13391-2, 1 
le gi2=5.4 


STATEMENT OF EVIDENCE 

Condensation of Oral Testimony Given at the Trial 

Elgin R. Parker called as a witness on behalf of 
the plaintiffs, being first duly sworn, testified as 
follows: 

Direct Examination 

My name is Elgin R. Parker and I am one of the 
plaintiffs in this case. 

I am a manufacturer of water heaters, gas and 
electric. I have been engaged in that business since 
1920. 
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In the early days in the 1920’s I was individually 
operating in that business under a fictitious name 
as sole proprictor. I also engaged as a side-line 
activity in real estate as a speculator or investor on 
my own account during the years 1920’s up to 1930, 
1931. When the Depression set in, the real estate 
that was encumbered was not worth the encum- 
branee. That threw me and my wife into bank- 
Tuptcy in 1936. 

J worked as an executive in the water heater 
business for another company from about 1930 to 
about 1937 or 1938. After the termination of the 
bankruptey, I went hack into the manufacture of 
water heaters under the name of Southern Heater 
Company, a fictitious name, and made it a sole pro- 
prietorship which I owned, as community property. 

In 1942 I formed a partnership with my wife 
under the name of Southern Heater Company and 
a certificate of fictitious firm name was filed. This 
business had previously been the community prop- 
erty of myself and wife, and we changed our com- 
munity interests to separate interests and became 
partners, each having a half interest. 

Before November of 1943, Southern Heater Com- 
pany in which my wife and myself were equal 
partners, operated a heater business and had a fac- 
tory in Compton, California. In 1939 we opened a 
branch in Bessemer, Alabama. In February of 1941 
the Compton plant burned down. We then moved 
the machinery from the Alabama plant to California 
and rebuilt the building and operated at one plant 
thereafter. 
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In addition to making gas and electric water 
heaters, we made controls and parts to go into the 
heater. No patents are necessary on the manufacture 
of gas and electric water heaters. | 

As of 1943 the Southern Heater Company had | 
perhaps a few over 100 employees, maybe 125. The | 
company had salesmen and distributors at various 
places. It was a fully integrated manufacturing 
and selling operation. 

After we had been out of bankruptcy some time, — 
my wife and I discussed the possibility of making 
gifts to the children to give them some security in 
the event we should become bankrupt again. In 
1940 when we were returning from Alabama, we 
discussed very seriously if we could work out some 
way where we could provide for their security in 
future years. The purpose was to give the children 
some security in the event of the death of either or 
both of us or bankruptey of our business venture. 
This matter was discussed with James Maynard 
our chief engineer. It was also discussed with my 
father-in-law many times. Mrs. Parker and J dis- 
cussed it many, many times. 

By mid-1943 we had four children, Dian born in 
1929, Patricia born in 1932, Roland born in 1987, 
and[167] Arthur born in 1941. Another daughter, 
Naney, was born in 1945 which was after the gifts 
of interests in the business to the children. 

In 1942 we arrived at a determination to make 
gifts to the children. Thereafter we discussed the 
best form of making such gifts, and in 1943 we 
really started working on it. My wife and I agreed 


Harry C. Westover, C.I.R., et al. 61 


| to make gifts and then in 1948 we talked it over 
| with our auditor and he said it was a legal matter 
and he suggested that we go to our attorney with it. 


The purpose of making the gifts was to give the 
children the assets that would protect them in ease 
of any bad business decision of my own or bad 
business in general, and also we would like some of 
the children to go into the business to perpetuate 
it if that was possible. 

I was aware that there would be a tax advantage 
in making the gifts, if there was any profit. There 
wasn’t any assurance that there was going to be 
any profit. I did not discuss the tax advantages 
with my wife, or with Mr. Maynard or with my 
father-in-law. These possible tax advantages had 
nothing to do with my decision to make the gifts. 


| I would have made the gifts if there would have 


been. no tax advantages whatsoever. 

‘‘The Court: Let me ask you this question. You 
gave an answer and didn’t elaborate. You said that 
one of the advantages you considered before you 
went to see Mr. Wilson was the fact that they would 
have something if something happened to you. 
Didn’t you know, under the rule of partnership in 
California, and everywhere else, that the assets of 
the partnership are liable for the mistakes of one 
partner, and that you, as the managing partner, 
eould hypothecate them and lose the money, and they 
would be liable for that? Didn’t you know that? Did 
you figure by splitting it up you sort of erect a 
fenee around that half, that couldn’t be [168] 
touched if you went broke again? 
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The Witness: Well, your Honor, the minute we 
went into the partnership, and the Probate Court 
accepted it, the Probate Court had the voice. They 
had four votes against my wife’s and mine, too, on 
any decisions. 

The Court: But you were still running the busi- 
ness afterwards? 

The Witness: I was still running the business. 

The Court: And if you incurred debts, the Pro- 
bate Court could not refuse to let you pay them out 
of the share, because the partnership would be 
liable. That was before you went to Mr. Wilson. I 
wanted to know where you got this idea that by 
giving this to the cnildren you were insuring that 
against creditors. Did you think that the creditors 
of the partnership, or, rather, didn’t you know that 
under the laws of California, specifically, the assets 
of the partnership are liable for the debts incurred 
by the managing partner? Didn’t you know that? 

The Witness: The way I understand, that there 
are only. 

The Court: Did you think if you incurred a lot 
of debts, the Probate Court could refuse to allow 
you to pay the shares of the children against those | 
debts, so that you would not go broke again? J am 
just trying to think where you found the advantages 
before you went there. You are talking about the 
advantages you discussed with this auditor, and I 
want to know where you got these fantastic ideas, 
because your lawyer will tell you they are not based 
on law, and J will read you the sections of the 
Code which say specifically that the partnership is 
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liable, not only for the debts, but even for the torts 
of the partnership, and putting them in probate 
would not erect a Chinese wall around them, [169] 
and protect them against your mistakes, especially 
as to debts that you incurred as the managing part- 
ner? Where did you get the idea? 

The Witness: We had another object, too, your 
Honor. We wanted to tie the children into the busi- 
ness, and perpetuate the business, if it was possible. 

The Court: That is when they grew up? 

The Witness: Yes, sir. 

The Court: I see. All right. 

Q. (By Mr. Pollock): Mr. Parker, along that 
same line, going back to this bankruptcy, was it 
the heater business that went into bankruptcy, or 
was it otherwise ? 

Mr. Wyshak: That has already been answered, 


your Honor. 


The Court: No, let him explain it. He was in 
the heater business, and he went into bankruptcy, 
and I don’t suppose he kept any of the assets out 
of the bankruptcy. I hope he doesn’t admit doing 
that. That is why I asked him if he went into bank- 
ruptey individually. He was the business.” [170] 


an the business and the courts decided that the guar- 


dianship estate should not keep its funds in that 
business, the business would have to be liquidated. I 
was willing to go ahead with the gifts of the in- 
terests in the business nevertheless. 

Gift tax returns were filed on the gifts of inter- 
ests in the business to the children based on the 
book value of the assets. The Internal Revenue 
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Bureau increased the value and assessed additional 
taxes which were paid. My wife also filed similar 
returns and paid original taxes and paid additional 
gift taxes on said gifts. 

The gifts were made and thereafter the partner- 
ship agreement was entered into. The salary of $12,- 
000.00 a year payable to me under the partnership 
agreement was the same amount I had been re- 
ceiving from the partnership with my wife. I con- 
tinued to receive that salary until April 30, 1946 
when the manufacturing assets were transferred to — 
a corporation. Thereafter I received a reduced sal-_ | 
ary of $200.00 per month from the partnership. 
These amounts were the only amounts of salary 
or compensation or bonuses I drew from the part- 
nership during its entire existence. None of the other 
partners drew any salary, compensation or bonus 
at any time during the existence of the partnership. — 

Partnership books of account were set up after 
the formation of the partnership and they were kept ~ 
by the bookkeeper, Mrs. Fierke. 

As of May 1, 1946, the water heater manufactur- 
ing assets of the partnership were transferred to 
Southern Heater Corporation for all of its stock; 
the assets for manufacturing controls were trans- 
ferred to the American Control] Corporation for all | 
of its stock, and the real estate and the stocks were | 
retained in the partnership. Thereafter my salary 
in the partnership was reduced to $200.00 a month. 

Guardianship proceedings were started in 1943 
immediately after the gifts were made. Two of 
the guardianships have been terminated because the 
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two girls have become of age and I have been dis- 
charged as guardian. ‘The other two guardianships 
are stijl in existence. The guardianship proceedings 
were started in Orange County as at that time we 
lived in Orange County, at Seal Beach, California. 

“Mr. Pollock: We offer as Exhibit 37 a document 
entitled, ‘‘Application for Instruction on Invest- 
ment of Funds of Ward,” filed in the Superior 
Court March 29, 1950. 

Mr. Wyshak: Your Honor, I will object to that 
as irrelevant and immaterial, it being subsequent to 
the years in issue. The last taxable year in question 
is the year 1948, and anything happening suhse- 
quent to that year would he self-serving and incom- 
petent. 

| The Court: Of course, initially the guardian- 
_ ship was established almost simultaneously with the 
| establishment of the partnership. I think the guar- 
dianship, of course, depends upon the partnership, 
| but the fact that it continues may not be very sig- 
| nificant. Nevertheless, I think the plaintiffs in this 
ease should show or be allowed to show that while 
_ the partnership was terminated—in fact, the part- 
nership was terminated in 1948, and it had a clause 
permitting any partner to terminate it, 

Mr. Wyshak: Exactly. 

The Court: and it had no life at all, I mean 
no definite life, and it could have been terminated— 

Mr. Wyshak: At any time. 

The Court: at any time if either the hus- 
band or the wife wanted to terminate it, and the 
Probate Court could not have stopped it. Neverthe- 


| 


ee 
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less, they should be allowed to show that so far as 
the guardianship is concerned, they still [172] con- 
sidered themselves under the direction of the court 


as far as disposing of the funds of such of the two © 


children as were still minors. 


The objection is overruled. We will discuss the 
effect later on.”’ 


Annual statements of the assets and liabilities of 
the partnership of Southern Heater Company were 
regularly prepared and filed in the guardianship 
proceedings. 


I filed a bond in the four guardianship proceed- 
ings for $23,000 each, the cost of which was claimed 
as an expense of the guardianship proceeding. 

My oldest daughter, Dian, is 27 years of age now. 
She is married. Her husband works for the Parker 
Realty Corporation. He intends to study denistry 
this fall in San Francisco. He has worked for the 
Parker Realty Corporation on and off for two 
years. The Parker Realty Company owns the land 
and building which house Southern Heater Cor- 
poration’s manufacturing operations. Parker Realty 
Company received that real estate from the partner- 
ship in 1948 in consideration of issuing its stock to 
the partnership. 

My second daughter is Patricia Lee Parker, who 
is now 24 and married, her name being Brown. Her 
husband is temporarily working for Parker Realty 
also and he is going to enter Orange County College 
in June for the the summer session. They live in 
Costa Mesa, California. 
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“Q@. Do you know whether or not the son-in-law 
is planning to go into the family business? 

Mr. Wyshak: Objected to as irrelevant and in- 
competent, your Honor. 

The Court: I will sustain the objection. We are 
| getting beyond the second generation now. I don’t 
think we ought to be worried about what these girls 
with money are doing for their husbands. It is nice 
they are helping them [173] to be edueated. So let’s 
forget about that. The intention to go into business 
relates to children, not to in-laws, after majority. I 
cannot retroject now to 1942 the intention of Mrs. 
Brown to marry the particular man. She probably 
did not have any intention then at all. She was 
probably still in high school and playing the whole 
field. You know, having a daughter, I know that is 
when they play the field, when they are in high 
school. That is when you have to worry about it.” 

My oldest boy’s name is Roland Tibbetts Parker. 
He will be a freshman this fall at U.S.C. taking a 
business administration course. From 1942 through 
1948 he worked every summer and some weekends 
for one of our companies. Since 1948 he has also 
worked for one of the companies in summers and 
over weekends. He has worked around the shop 
and every branch of it [174] and also in the office. 

My second son is Arthur Parker and he is in 
Compton High School, second vear. He worked for 
the partnership in 1947 and 1948 and since 1948 
in one of the corporations, Southern Heater Cor- 
poration or American Control Corporation or 
Parker Realty Company, in summers and vaea- 
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tions and some weekends. He has done mechanical 
work in the shops and some clerical work. I tried 
to have both boys get some all-around knowledge 
of the business. We train many of our employees 
as salesmen and service men, and we followed this 
same course with our boys, but we have given them 
a more extensive training than we have our other 
employees. 

The American Control Corporation has a sepa- 
rate plant from the Southern Heater Corporation 
plant. The Parker Realty Company office is at the 
Southern Heater Corporation plant. 

Our fifth child, Nancy, was not alive when we 
made the original gifts to the other children, but 
we have set up a trust and given her some prop- 
erty. Our two oldest daughters are the trustees for 
the youngest daughter. We made these gifts to her 
to try to equalize what the other children had. 
Mrs. Parker joined with me in that gift. None of 
the children’s income from the partnership or 
guardianships have been used in the support or 
maintenance of the children. Mrs. Parker and I 
have supported them out of our income. 

The years 1943 through 1946 were war years. 
Business was all being done under priorities and 
materials were scarce. The War Production Board 
would change its rules very often and these were 
what you would call “hectic”? years. Every time 
they would change their rules on the material we 
could use, we had to redesign and refit and then 
try to get materials that would fit the new set of 
conditions. We were very fortunate inasmuch as 
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when they changed their rules we seemed to be 
[175] able to redesign fast and get into production 
so that our company was in a very expanding 
business. That expansion took place over the period 
1943 through 1946, a very great expansion. After 
the corporations were formed in 1946 the expan- 
| sion continued until about 1954. 

When material was scarce as it was in 1943 to 
1946, it was necessary for the company to have 
eash so that if they found material it could pay 
for it in cash. Otherwise, it couldn’t stay in busi- 
ness. It was not only necessary to have the capital 
to stay in business but to expand the business. 
Otherwise, the business would have dried up. 

The partnership during the years 1943, 1944 and 
1945 and up until April of 1946 retained the earn- 
’ ings in the business, except the amounts necessary 
| to pay the taxes. 

I considered the salary of $12,000 per year that 
I drew from November 1943 until the spring of 
1946 to be an agreeable and adequate salary. 

When we made the gifts to the children, we 
knew we had to get the approval of the court to 
invest their assets in the business. As long as the 
business was profitable and growing we hoped to 
keep the children’s money in the business because 
it was the most profitable place for it. If the busi- 
ness had turned out otherwise it was my intention 
to pull out of the guardianship funds and get 
them into a safer investment. I was right on the 
job and knew just exactly what the business was 
doing, whether it was making money or not. 
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I have made attempts to famiharize my children 
with the business. All of them worked in the busi- 
ness. [ have never attempted to tell them how |¥ 
much they had or how well off they were because | 
T thought maybe it might kill their incentive to | 
work. I continually discussed with them the matter | 
[176] of going into the business. I have never 
forced the issue. I have tried to make it attractive 
to them so that it would be profitable for them to 
enter the business, but if they decided otherwise _ 
I wasn’t going to force the issue on them. 

From 1943 to 1946 the business had a controller, 
C. Fierke. She was drawing about $4,000.00 a year. 
It had a sales manager, G. McGaughey, who drew 
$6,000.00 a year. 

The partnership Southern Heater Company filed 
income tax returns for each year in the period 
1943 to 1948. I filed income tax returns for that 
period and as guardian for the children I filed 
income tax returns for each of them. Mrs. Parker 
filed returns for each of those years. The returns 
filed by all six of us showed our shares of the 
partnership earnings. 

If Mrs. Parker and I had to pay the income 
taxes on our share of the partnership income and 
on the children’s share of the’ partnership income, 
in about three and a half years, starting with 1944, 
we would have had no interest left in the business 
and the children would have owned it all. We 
expected when the gifts were made that the chil- 
dren would pay their tax on their share of the 
income. 
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Cross Examination 

Questions by Mr. Sydney H. Machtinger, Spe- 
cial Attorney, Internal Revenue Service. 

About 1938 I bought the business of Southern 
Heater Company. At that time it was performing 
the same type of business that it followed after I 
purchased the company. It had about thirty people 
at the time I purchased it. Since I purchased it 
I have done every type of work in the company 
from janitor to general manager. 

I estimate that the income for the year 1938 was 
about $30,000.00 and in 1939 a similar amount. 
[177] About 1940 I would estimate it at $60,000.00; 
1941 I would estimate $90,000.00; 1942 about $140,- 
000.00. The business was on an October 31st fiscal 
year. For the year ended October 31, 1943, I think 
| the income was about $150,000.00. It is obvious 
that up to the beginning of the war years the 
company could be made to grow. What would hap- 
pen to it after the war started, no one could tell. 
It is also obvious that to keep the business grow- 
'ing it would have to retain the capital that was 
in the business, and if any capital were taken out 
around October 31, 1943, it is obvious that it would 
not continue to grow at the same rate. 

The business was not so hectic from 1940 to 1943 
as the war effort had not yet affected the company. 
As of October 31, 1943, conditions were such that 
I could not tell what the business would be like 
in the following three years because new war regu- 
lations were coming out every week and every day. 
This was true throughout the year 1945. 
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Mrs. Parker and I considered from 1940 on giv- 
ing the children some gifts. By the end of 1942 
we had seriously considered giving them an inter- 
est in the assets of the business. 

Melvin Wilson, the attorney to whom we went 
for the formation of the partnership with the 
children, had been representing me sometime be- 
fore 1942. I consulted with him about the forma- 
tion of the partnership around October of 1943. 
He advised me of the law of partnerships. I do 
not recall that he specifically advised me that each 
partner was fully lable for all partnership debts 
but I think that is common knowledge. I have un- | 
derstood that for a long time. I do not know 
whether he specifically advised me to form a gen- . 
eral partnership as distinguished from a limited 
partnership, but perhaps he did because we formed 
a general partnership. . 

In the fall of 1943, the company was in good 
shape. It was operating at a profit. It was possible” 
[178] that it might have to liquidate if the court 
so ordered, but don’t see how the company could 
meet adverse business conditions. | 

“Q. Mr. Parker, did you testify that the main 
purpose for entering into a partnership with your 
children was to provide security for the children? 

A. ‘To provide assets of their own, that’s correct. 

The Court: In other words, at the time the chil- 
dren were small, and they had nothing of their 
own, and you were not figuring on what they might _ 
contribute to the business as, if and when they — 
grew up; isn’t that true? | 
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The Witness: Well, my wife and I thought if 
they had an interest in the business they might 
become more interested in the business, so that it 
would grow. 

The Court: They were pretty small to bank on 
that? 

The Witness: That’s correct. It was just a sup- 
position and hope on our part. 

The Court: A hope, that is right. All right.’’ 

As of October 31, 1943, the two sons were three 
and six years old and the two daughters were 
eleven and fourteen years old. 

I did not diseuss with Mr. Wilson the matter of 
| general or limited partnerships. I have heard of 
limited partnerships. I understand that in a lim- 
ited partnership a limited partner can only lose 
his capital and cannot Jose beyond that, whereas 
a general partner is liable for alJl the debts of the 
partnership, even if the losses of the partnership 
» take all of his capital or even more. 

“Q. (By Mr. Machtinger): Did you make the 
gift to your children conditioned on their paying 
the tax liability on their portion of the profits of 
the business ? 

Mr. Pollock: Objection, your Honor. 

The Court: J think that is calling for a conelu- 
sion. [179] 

Mr. Pollock: The deed of gift speaks for itself. 

The Court: What is that? 

Mr. Pollock: The deed of gift speaks for itself. 

The Court: That is right. I think vou may ask 
hun, althongh I think it has already been answered. 
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Of course, I asked that question myself: So long 
as the partnership was a general partnership, the 
failure of himself would not save the children, no 
matter how many guardianships he had. 

Mr. Machtinger: That is correct, your Honor. I 
would like to go into whether he had the intent 
at the time he made the gift, of making the gift 
only on the condition that the taxes from the busi- 
ness would not be fully taxable to this witness and 
his wife, but that the children would also pay a 
tax, and whether, if the children would not pay a 
tax, he intended not to make the gift. 

The Court: J think the way you have it, it is 
rather a compound question. If you can break it 
up, and ask him what his intentions were in re- 
gard to the taxation, then you come back to that 
same statement that he made to the court. 

Mr. Machtinger: I would like to go into that 
just for purposes of clarification, your Honor. 

The Court: All right, go ahead. Reframe the 
question. Both of us have been talking, and he 
will not know which question you want him to 
answer. 

Mr. Machtinger: All right. 

The Court: Let me preface it by saying this: 
You understand a limited partnership has lability 
only to the extent of the capital investment. If 
that should be wiped out, it is gone. You under- 
stand that? 

The Witness: Yes, sir. 

The Court: There are other characteristics, but 
J am simplifying this. A general partnership is 
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[180] lable for all of the debts of the partnership, 
or even the loss. If some of your employees in the 
course of business should run into somebody, and 
should be sued by Mr. Belli for a half a million dol- 
lars for a broken leg, why, you would understand 
that the partnership would be liable? 

The Witness: I understand that. 

The Court: You understand that? 

The Witness: Yes, sir. 

The Court: Then start from there. Go ahead. 

Q. (By Mr. Machtinger): Mr. Parker, would 
you have made the gift to the children if you had 
realized then that you would have had to pay the 
tax on their income? 

A. When the gift was made to the ehildren, it 
was made outright. We had hoped the probate 
_ court would Jet the money remain in the busi- 
| ness. We had no assurance of it whatever. 

Q. Will you answer the question, whether you 
would have made the gift if you had realized then 
that the Government would contend that you must 
pay the tax on their income, as well as your own? 

A. I would have made the gift, yes, sir. 

@. You say you have made the gift, even if you 
were forced to pay all of the tax? A. Yes. 

The Court: All right. 

The Witness: May I add to that? 

The Court: Yes. You see, when you repeat an 
answer, that is the trouble you get into. He has 
repeated your answer to the question, so you go 
ahead. 

The Witness: If that was the case, and that 
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was spelled out at the time, I would have immedi- 
ately liquidated also. Then they would have had 
[181] assets free and clear. There wouldn’t have — 
been any business to tax. 

The Court: I see. In other words, your intention . 
was that they should share in the tax, and later 
on, then you sought to protect yourself by with- 
holding monies in the partnership, enough to liqui- 
date the claim of the Government if you should 
have to pay in full; isn’t that true? 

The Witness: That is true, yes, sir. 

The Court: You protected yourself as you went 
along ? 

The Witness: Yes, sir. 

The Court: All right. I framed the question ~ 
that way because I don’t remember whether those 
were made right after the additional assessment 
was levied, or at the time of payment or not. I 
ean’t remember the exact dates, but I think you 
understand my question. 

The Witness: Yes, sir. 

The Court: All right. 

Mr. Machtinger: Are you referring, your Honor, 
to the compromise claims? 

The Court: The various compromise claims, and 
then through the accounting there are sums of 
money retained to liquidate. 

Then in the petitions before the court there are 
all sorts of postulates, or what would happen if 
the Government should win, and what would hap- 
pen if they should not. Those are the things. IL 
can’t stop to pick them out. They appear through 
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several documents in the earlier time, around the 
B0vand Sl exhibits. 

Mr. Machtinger: I will specifically identify them. 

The Court: All right. 

Q. (By Mr. Machtinger): Myr. Parker, I show 
| you Plaintiffs’ Exhibit No. 26, which is entitled 
| ‘Application for Authority to Compromise Claims.”’ 
} [182] Will you examine this document, and state 
whether it is the application for authority to com- 
promise the tax claims asserted against you and 
your wife for the year 1944? 

A. You want me to examine it? I am going to 
examine all of it, then. I don’t want to get just 
Part or it, if you don’t mind. 

Mr. Machtinger: No, take your time. 

The Court: I beg pardon? What did you say? 

The Witness: Counsel wanted me to pick out 
a little piece. He asked me to examine the docu- 
ment. I don’t remember back ten years. 

The Court: He is bringing you back. Look, he 
is not trying to catch you in anything. I won’t let 
him. What we are talking about, you know, in these 
applications is that you set forth certain condi- 
tions to protect yourself. I brought that question 
up myself, and he wants you to merely identify it. 
You don’t have to get down to details. 

The Witness: Which parts specifically are you 
talking about? 

Mr. Machtinger: Mr. Parker, I merely wanted 
you to state whether this is the document by which 
you and your wife applied for authority to com- 
promise the claims asserted against you and your 


| 
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wife by the Government for the fiscal year ended 
October 31, 19442 

Mr. Pollock: We will so stipulate. The docu- 
ment speaks for itself. 

Mr. Machtinger: Will you also stipulate that 
Plaintiffs’ Exhibit 34 represents an application for 
authority to compromise the claim asserted against 
Mr. and Mrs. Parker for the fiscal years 1945 and 
1946? 

Mr. Pollock: Where are you reading from? 

Yes, we will so stipulate. [183] 

Q. (By Mr. Machtinger): And by these docu- 
ments, Mr. Parker, you requested and the court 
authorized that an offset statement be signed, by 
which the refunds due to the guardianship estates 
for the years 1944, 1945 and 1946 would be credited 
against the additional tax claimed by the Commis- 
sioner as due from you and your wife? 

Mr. Pollock: I object, your Honor, on the 
ground—I know counsel is not intending to do so, 
but the document, Plaintiffs’ Exhibit 26, is an ap- 
plication, and there is no order that was obtained 
on the basis of it. 

Mr. Machtinger: All right. I will then include 
in that sentence, or in that question: The exhibit 
by which the court authorized such a payment and 
offset ? 

The Court: I think, gentlemen, perhaps it is 
my own fault. I did not intend to open up a line 
of inquiry that is merely a question of argument. 
I merely tried to show you gentlemen, that as you 
go along, I try to familiarize myself with these 
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exhibits, and while I may not know them verbatim, 
I know what is in them. And I referred to them 
merely to indicate that there is evidence in the 
record in which he and his wife asserted a claim 
against the guardianship funds in case they should 
be required to do that. That is all I intended to 
bring out. 

Mr. Machtinger: Yes, sir. In that connection I 
was going to bring out not only have they ob- 
tained the profit, but they have also retained the 
right.’’ [184] 

I did not borrow any money for the business in 

1943, 1944 or 1945. It has always been my policy 
to have the business expand out of retained earn- 
ings rather than through borrowed funds. 
At the time of making the gifts in October of 
} 1943, I was acting as the president and general 
manager of the entire operation of the business, 
and after making the gifts my duties were the 
} same. After making the gifts I talked over any 
| vital matters with my wife and went to the court 
for instruction on a number of matters, all of 
which are in the record. I did not obtain authori- 
zations from the court for decisions in the regular 
operation of the business. My wife did not work 
. in the business and received no compensation from 
the business. She spent her time in the running 
of the household. 

I was not present at every guardianship hearing 
in the Superior Court. 

Mr. Wilson was the only attorney who repre- 
sented me in the guardianship proceedings. 
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Mr. Wilson is my attorney and prepared all the 
papers presented to the court in the guardianship 
proceedings. 

Neither my wife or myself ever withdrew any 
money or assets other than salaries and borrowings 
from the partnership during the period November 
1, 1943 to the end of the partnership in 1948. Mrs. 
Parker and I gave notes to the partnership for 
the money borrowed from the partnership in the 
amount of $214,000.00. 

“Q. (By Mr. Machtinger): Mr. Parker, are 
you familiar with this document, which is Defend- 
ants’ Exhibit A, and which I now show you? 

A. Yes, in general. I know the contents of it. 

Q. I would lke, specifically, to refer your at- 
tention to two paragraphs on the back of this [185] 
document, under the heading ‘‘Comments.”’ 

The third part of paragraph 2 reads as follows: 

“The father received a salary of but $12,000, 
whereas his services were worth at least $52,000 
per year. If a full and fair salary of $52,000 per 
year had been paid the father, a result more com- 
parable to that shown in situation C would have 
obtained.”’ 

Situation C is entitled, “Result if Children Pay 
All of the Additional Tax.’’ 

Mr. Parker, since you represented to the Supe- 
rior Court that your services were worth at least 
$52,000 per year, would you explain how you rep- 
resented on direct examination that your reason- 
able salary was but $12,000 per year? 

Mr. Pollock: Objection, your Honor. 
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The Court: He didn’t say it was reasonable. He 
merely said he was satisfied. 

Mr. Pollock: Our objection, your Honor, is 
based upon the ground that the witness, as well 
as the court, should be advised of the fact that 
this is a document prepared by counsel, about 
which the witness has testified that he is familiar. 

The Court: J assumed that. It is an argumenta- 
tive question. Nevertheless, there are so many ele- 
ments in cases of this character that at times the 
small salary may work both ways. It may indi- 
cate expectation of greater remuneration through 
profit, as I said a while ago, so that I think it is 
a proper subject of inquiry. 

Mr. Pollock: I do, too, and I think that 

The Court: But JI don’t think the manner in 
which the question was put is fair to the witness. 
He hasn’t said that. He said he was satisfied. [186] 

Mr. Machtinger: I recall one of the questions 
that counsel framed, and J possibly was wrong, 
was whether he considered the salary reasonable. 
Now, apparently,—— 

The Court: He didn’t answer it that way. He 
said, ““I was satisfied.”” He didn’t give the correct 
answer, whether it was reasonable or not. Regard- 
less of anything contained in the paper, I will let 
you ask him whether he considered it reasonable 
under the circumstances, and let him give any 
explanation he wants to. 

Mr. Machtinger: I will withdraw the prior ques- 
tion. 

Q. Did you consider your salary of $12,000 for 
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the year 1943, 1944 and 1945 reasonable, taking 
into account the services you rendered to the busi- 
ness ? A. Yes, sir. 

Q. Why did you draw a salary—why did you 
represent to the Superior Court that the worth of 
your services was at least $52,000 per year? 

Mr. Pollock: Objection, pending foundation, 
your Honor, that that is what Mr. Parker did 
represent to the court. 

The Court: I realize that when arguments are 
being used by counsel, you do not charge them to 
a client, but when a representation 1s made as to 
what the salary is worth, I assume that the attor- 
ney would consult with the client before making 
such a representation. I will sustain the objection, 
but I will let you ask him if he knew. 

Mr. Machtinger: But, your Honor, the witness 
testified previously that every document filed in 
the Superior Court was either filed by Mr. Wilson, 
or 


The Court: That is all right as a general propo- 
sition, but you are coming down to a particular 
problem at the present time, so I would ask him 
if he remembers the statement made in the course 
of this argument, that he could easily have [187] 
charged $52,000 a year, and then start from there. 

I merely want to be fair to the witness, and not 
charge him with all that lawyers do. Inferentially 
he is responsible, but an argument may be made 
by attorneys without consultation with the client, 
although I think—— 

Mr. Pollock: We will stipulate that that was 


Harry C. Westover, C.IR., et al. 83 


| not the instance here, but we do want a foundation, 
| your Honor. 

| The Court: I think he ought to be asked, in 
| fairness to the witness. Go ahead. 

Q. (By Mr. Machtinger): Mr. Parker, you tes- 
| tified that you were familiar generally with this 
document. Were you consulted by Mr. Wilson when 
this document was filed ? 

A. I believe that the general contents of the 
document were talked over. The specific amount of 
$52,000 wasn’t, and when I knew the amount—l 
got the copy of the document after it was filed— 
it sounded very flattering. 

Q. Did you discuss with Mr. Wilson generally 
the procedure that you might take in connection 
with a possible compromise through the Superior 
Court of the taxes that were then pending against 
you, in connection with the taxes for the year 
1944? 

A. Well, we consulted quite a few times, I be- 
lieve. 

Q. Did you confer with him as to the applica- 
tion for compromise of tax claims for the year 
1944, that was filed in the Superior Court guardian- 
ship proceedings? 

A. I believe it was talked over, yes, sir. 

Q. Was not this document filed in association 
with that application? 

Mr. Pollock: Objection. The file will speak for 
itself. 

The Court: It is stipwated that it is a memo- 
randum in conjunction with it. [188] 
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Mr. Machtinger: The memorandum, your Honor, 
is entitled, “In re Incidence of Federal Income Tax 
Liability on 1944 Partnership Income.’’ 

The Court: Does it show any filing date in the 
Superior Court? 

Myr. Machtinger: It shows a filing date of Sep- 
tember 16, 1946. 

The Court: All right. What is the date of the 
petition ? 

Mr. Machtinger: The date of the petition is 
August 27, 1946. 

The Court: The two are related. I presume in- 
ternal evidence would show that it is an argument 
filed in conjunction with the application. 

Q. (By Mr. Machtinger): Did you request Mr. 
Wilson to file any document or paper in the Supe- 
rior Court which would have the effect of either 
withdrawing this allegation that your salary was 
worth at least $52,000, or repudiating that state- 
ment? A. No, it never come up. 


The Court: I didn’t quite catch the word that 
you used before. What word did you use when 
you told us—flattering? Was that the word you 
used ? 


The Witness: Yes, sir. 
The Court: What did you mean,—that it was 
selling yourself rather high? Is that it? 


The Witness: Well, yes, taking a figure out of 
the air. 


The Court: I see. All right. 
Q. (By Mr. Machtinger): Mr. Parker, there is 
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a further statement in this memorandum, which 
reads, as follows: 

‘he parents furnished all of the capital, [189] 
do all the work and support the children, so should 
be taken care of first.”’ 

Was that an additional basis which you relied 
upon for the request to the Superior Court to 
erant the application for compromise of claims? 

Mr. Pollock: Objection, your Honor. 

The Court: I will sustain the objection. Unless 
the witness here repudiates or modified the state- 
ment, such as the one specifically relating to the 
salary, it will be assumed that he is chargeable with 
all of the reasons and grounds that were alleged 
in the course of the proceedings in the various peti- 
tions, other than pure legal argument. 

When it related to facts, he is charged with the 
argument that was used, and you ean take it as 
a fact, unless there is repudiation, and you can 
draw whatever inference you desire in your argu- 
ment, but you are arguing with the witness too 
much. 

I did not mind the question on the particular 
salary, because that is something specific, but to 
put out every one of the items and discuss with 
him the question of whether he approved or not is 
not necessary. 

Mr. Machtinger: Yes, sir.’’ [190] 

At the time we made the gifts to the children on 
October 31, 1943, the children did not have any 
other assets. They have not since acquired any 


86 Elgin R. Parker and Flo Parker vs. 


assets by inheritance. They have not earned any 
money outside the business. 

If I had known in 1943 that my wife and I © 
would have been taxed on the children’s income if 
we made gifts to them, I would have done it any- 
way as I thought the income would remain at a 
normal level such as it had been in the past. At 


that time I couldn’t tell whether the business would — 


continue to expand; I just hoped that it would go 
along in a normal manner. 

After my wife and I were discharged from bank- 
ruptcy, I acquired the water heater manufacturing — 
business by a gift from a relative and the render- 
ing of services and the paying of cash out of serv- — 
ices and earnings. 

After the gifts were made the operations of the 
company did not change. The profits continued to 
increase, through 1946. [191] 


Redirect Examination 

Prior to the bankruptcy, I was engaged in real 
estate activities and in the heater business. The 
heater business always showed a profit, but I lost 
a lot of money in the real estate business. 

My salary of $12,000.00 per year that I got from 
November 1, 1943 to April 30, 1946, seemed rea- 
sonable to me because it was more than anyone 
else in the business was drawing and it was as 
much as I have ever drawn in my life before. The 
salary scemed reasonable to me in November 1943 
and I had no reason to know that the business 
would grow rapidly. When it did, my salary was 
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never increased. I had received $12,000.00 a year 
in the partnership in which my wife and I were 
partners. 

The partnership in which the children were in- 
terested paid a salary of $6,000.00 to the sales 
manager and he also drew a bonus of $1,000.00 
or $2,000.00 a year. His name is Mr. McGaughey. 
Mrs. Fierke, the controller, drew a salary of 
$4,000.00 to $5,000.00 and she drew a bonus. 

Most of the earnings of the business except for 
the amount necessary for each partner to pay in- 
come taxes were retained in the business except 
that there was distributed to each guardianship 
$3,750.00 which was used to buy Government bonds. 

Each guardianship had a separate bank account. 
The children’s shares of undistributed earnings 
were credited to their capital accounts on the part- 
nership books. 


Reeross Examination 
By Mr. Machtinger: 
The disbursements from guardianship funds 


other than income taxes for the period November 
1, 1943 to October 31, 1948, as shown by Exhibit 


60, was taken from the books and is correct. Other 
than those disbursements from the guardianship 
[192] funds, all of the partnership cash remained 
in the partnership bank account. 


CAPITOLA FIERKE 
ealled as a witness on behalf of the plaintiffs, hav- 
ing been first duly sworn, testified as follows: 
My name is Capitola Fierke. I live at 9516 South 
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Horley Avenue, Downey, California. I am the of- 
fice manager for the Southern Heater Corporation. 
I have been associated with my employer and its 
predecessor since 1937, including the period 1943 
to 1948, doing the same type of work. I was called 
a bookkeeper for a Jong time and office manager 
and sometimes called controller. £ kept the books. 
I figured the invoices, posted the books and made 
statements. I was familiar with the books of the 
Southern Heater Company. 

In the latter part of 1943 I was told that Mr. 
and Mrs. Parker were bringing the children into 
the partnership. Mr. Parker told me. He asked me 
to set up the books showing the children as part- | 
ners, showing that each owned an eighth interest © 
and Mr. Parker had a quarter and Mrs. Parker ¥ 
had a quarter interest. Thereafter the books con-_ 
tinued to reflect those partnership interests. I 
knew that guardianships existed for the four minor 
children. I knew that almost from the beginning. 
Mr. Parker also told me about the guardianships. — 


ARTHUR ELGIN PARKER 
ealled as a witness on behalf of the plaintiffs, hav- 
ing been first duly sworn, testified as follows: 

My name is Arthur Elgin Parker. I am the son 
of Elgin R. Parker and Flo Parker, the plaintiffs 
in this ease. I live at 120 South Burris, Compton, 
California. I live with my mother and father, my 
brother Rowland and my young sister Nancy. 

I am 15 years of age. I am a sophomore at Comp- 
ton High School. I believe I would like to take an 
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enginecring course at Stanford University. I am 
[193] taking four years of math in high school. 

I have worked in my family’s heater manufac- 
turing business for the last three summers and 
before that on odd occasions. During the last three 
summers [ worked cight hours a day for six to 
eight weeks each summer. I did maintenance jobs; 
I worked on the assembly line; [ helped in the 
office. Most of my work was on maintenance jobs. 
I liked working in the office best after I learned 
what was done out at the plant. In the office I 
worked at various things which helped me to learn 
about the business. 

After I finish my formal education, at the mo- 
ment, I think I would like to go into the family 
business. I have so told my father but have also 
told him that that was still something that may 
change since that was a long way off. I think that 
an engineering degree would be helpful to me if 
I went into the business. I have been thinking along 
that line for about a year and a half. 

About two years ago I first learned that gifts had 
been made to me by my father and mother. My 
father told me. He told me that he had made gifts 
of an interest in the business to me to create an 
interest in me about the business. J think my 
father would like me to go into the business but 
he wants me to make my own decision whether to 
go into it or not. 

Cross Examination 

By Mr. Robert H. Wyshak, Assistant United 

States Attorney: 


90 Elgin R. Parker and Flo Parker vs. 


I know that my father and mother owe me some 
money but I do not know the amount. I do not 
know if I have directly or indirectly received any 
interest on the loan. 

I have never filed a gift tax return. I have never 
discussed with my father as to how much interest 
I was going to charge him on the money he owed 
me. [194] 


ROWLAND TIBBETTS PARKER 
called as a witness on behalf of the plaintiffs, hav- 
ing been first duly sworn, testified as follows: 

My name is Rowland Tibbetts Parker. I am the 
son of Elgin R. Parker and Flo Parker, the plain- 
tiffs in this ease. I live at 120 South Burris Ave- 
nue, Compton, California. I live with my parents, 
my younger brother and my younger sister. I am 
19 years of age and a freshman at the University 
of Southern California. 

I am taking business administration at the uni- 
versity. I have not made any definite plans yet 
as what I will do when I leave college. Tentatively 
I have decided to do one of two things. I will 
either enter into a career of designing clothes or 
enter into the family business. 

I have worked in the family business of South- 
ern Heater Corporation and its predecessors since 
I was about five years of age. I worked at first on 
Saturdays without compensation and then during 
the past five summers I have done maintenance 
and office work for the company. I have done the 
same type of work on vacations also. This work 
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was a full eight hours a day, not Jess than eight 
weeks each summer. 

I worked on the assembly line, in the office, paint- 
ing and other maintenance jobs. I think J worked 
at practically all the phases of the business. I 
think that I was moved around in different types 
of work so that I could get some knowledge of all 
phases of the business. 

About three years ago, my father told me that 
he and my mother had given me a one-eighth inter- 
est in the business. My father said that they had 
made the gifts for two reasons: One to set up secn- 
rity so that if something should happen we chil- 
dren would have something. Also to give us an 
interest in the family business, perhaps later to 
go in and make it our profession. The knowledge 
that I had an interest in the business gave me a 
[195] feeling of obligation to my family, my sis- 
ters and brother, to help look after the business. 

My business administration course covers a gen- 
eral background of law and accounting, office man- 
agement, plant management, sales, ete. It should 
enable one to handle any phase of the business. 

About three years ago I also learned that my 
father had been appointed the guardian to handle 
the interests that were given to my sisters, my 
brother and myself. 


Cross Examination 
By Mr. Wyshak: 
I never discussed with my father the rate of 
interest I would charge him on the money he owed 
me. J never filed a gift tax return. 
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ELEANOR FLO PARKER 
called as a witness on behalf of the plaintiffs, hav- 
ing been first duly sworn, testified as follows: 

My name is Eleanor Flo Parker and I am one 
of the plaintiffs in these actions and I am the wife 
of Elgin R. Parker. My occupation is that of house- 
wife. I have not had any other occupation since 
around 1940, nor since I have been married. 

T am familiar with the Southern Heater Com- 
pany, a sole proprietorship which once was oper- 
ated by my husband. I know that a partnership 
was entered into between my husband and myself 
in 1942, and I had a fifty per cent interest and he 
had a fifty per cent interest and that lasted a year. 

I also know that in 1943 a new partnership was 
created in which my husband and-myself and my 
four oldest children were partners. Mr. Parker had 
a 25 per cent, I had a 25 per cent, and each of 
the children had an eighth interest. The children’s 
interests were acquired by them by deeds of gifts 
from Mr. Parker and myself. [196] 

During the period 1942 to 1943 in which my hus- 
band and I were partners I was not active in the 
business. I did not participate in any of the man- 
agement decisions or any of the other decisions 
with regard to the operation of the business. Mr. 
Parker discussed things with me and then he made 
the decisions. I would say that I was generally 
informed about the nature and scope of the busi- 
ness in which I held a fifty per cent interest, but 
I did not work there nor draw any salary. 

J discussed with my husband, but not with any- 
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one else, the matter of making gifts to our chil- 
dren. We discussed this on many occasions, start- 
ing in 1940 when we were coming back from Ala- 
bama. We thought we ought to give the children 
some security, and the discussions went on from 
there. Mr. Parker and I discussed this matter from 
1940 on until the decision had been made, and we 
never disagreed about the making of the gifts. 

Our purpose was to help them financially and to 
interest them in carrying on their father’s business. 

Prior to making the decision to make gifts to 
the children, I did not discuss this matter with 
anyone other than Mr. Parker, not with any attor- 
ney, accountant or any other professional man. I 
was not aware that there would be any income tax 
consequences from the making of these gifts nor 
did I know there would be any gift tax conse- 
quences. 

IT knew in 1943 that guardianships were created 
in which my husband was appointed guardian for 
the four older children. 

I think it would be a very fine thing if the boys 
would carry on with the business, but if they are 
inclined to do something else, I think they should 
go into the business they choose. 

Our youngest child, Nancy Susan, is ten years 
[197] old and we have made some gifts of real 
estate to her in trust. My two oldest daughters are 
the trustees. 


CONDENSATION OF OTHER EVIDENCE 
The complaints allege and the answers admit cer- 
tain facts. 


94 Elgin R. Parker and Flo Parker vs. 


During the trial the parties entered into oral 
stipulations as follows: 
1. That the copies of the exhibits which were 
filed in the guardianship proceedings in which the 
four Parker children were wards and Elgin R. 
Parker was the guardian, are correct copies and 
may be introduced in evidence without further cor- 
roboration. It was also stipulated that the copies 
of other documents filed in Governmental offices 
may be introduced in evidence without further 
proof of their authenticity and that said copies of- 

fered by the plaintiff are true copies. 

2. That so far as outside persons were con- — 
cerned, no opposition was ever made or entered 
into formally or informally to any of the applica- 
tions in the guardianship proceedings, excepting 
objections, or questions or conditions imposed by 
the surety company or by the court itself. 

The plaintiffs introduced into evidence Exhibits 
1 to 64G, inclusive, which are set out herein in full 
as indicated or digested and numbered as follows: 

1. Elgin R. Parker’s Deed of Gift to the four 
children dated October 31, 1943, set out in full. 

[See page 117.] 

2. Flo Parker’s Deed of Gift to the four chil- 
dren which is identical to Exhibit No. 1, except 
the name of the grantor. 

3. Articles of Co-Partnership entered into as of 
November 1, 1943, and notarized February 25, 1944, 
set out in full. [See page 121.] [198] 

4, California Sales Tax Permit. The new part- 
nership, consisting of the plaintiffs and the four 
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children reeeived a California Sales Tax Seller’s 
Permit under the name of Southern Heater Com- 
pany showing the initials of the six partners, dated 
November 1, 1943. 

5. Employer’s Number. This consisted of a no- 
tice to the new partnership, consisting of the plain- 
tiffs and the four children, of the Employer’s 
Identification Number under Chapter IX of the 
Internal Revenue Code, known as ‘‘Employer’s 
Number.” 

6. Certificate of Fictitious Firm Name, dated 

This exhibit shows that a new partnership filed 
a certificate of fictitious firm name for Southern 
Heater Company and that said certificate was duly 
published and filed in accordance with the law. 

7. Amendment of Articles of Co-Partnership, 
dated July 7, 1945. This was the first amendment 
to the partnership agreement. It simply provided 
that the salary which Elgin R. Parker was to re- 


ceive from the partnership was to be the commu- 


nity property of himself and wife. 

8. Second Amendment to Articles of Co-Part- 
nership. 

This second amendment to the partnership agree- 
ment, dated May 24, 1946, recited that since the 
partnership had transferred its active businesses 
to two corporations in exchange for their stocks, 
and now that this partnership merely held the 
stocks and the real estate, the salary of Elgin R. 
Parker provided for in the original agreement was 
reduced to $200.00 per month, this salary to be 
paid by the partnership. 
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9. Notice of Dissolution of Partnership. The 


Notice of Dissolution of the partnership as [199] © 


of November 1, 1948 was published in March 1949 
in the Los Angeles Daily Journal as shown by 
the verified report of the publishing company. 


10. Agreement for Dissolution of Partnership, 
dated November 30, 1948, with balance sheet at- 
tached, set out in full. [See page 180. ] 


11. Petition for Appointment of Guardian, dated 
November 1, 1948, filed December 19438, signed by 
Elgin R. Parker. This petition requested that Elgin 
R. Parker be appointed guardian of the estates of 
his four above-named children stating their ages 
at 14, 11, 6 and 3 years respectively; that each 
child owns a 1214% interest in and to the partner- 
ship of Southern Heater Company and in and to 
the assets owned by said partnership. The real 
estate was described as were the other assets and 
liabilities by Exhibit A attached. The petition 
stated that the value of the personal property of 
each minor was $19,648.18 and the value of the 
real estate of each minor was $7,214.23 and the 
probable annual income was $3,000.00 for each 
minor. The mother, Flo Parker, approved the ap- 
pointment of her husband, Elgin R. Parker, and 
Flo Dian Parker, who was 14 years of age, nomi- 
nated and requested the appointment of her father, 
Elgin R. Parker, as guardian of her estate. 


12. Order Appointing Guardian. On February 
7, 1944, the court appointed Elgin R. Parker as 
guardian for the estates of the four children, con- 
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ditioned on his getting a surety bond for $23,000.00 
for each guardianship estate. 

_ 13. Application for Instructions on Investment, 
| filed February 7, 1944, by Elgin R. Parker as 
guardian. Sct out in full. [See page 133.] [200] 

14. Order Instructing Guardian on Investment 
of Guardianship Funds filed February 7, 1944. The 
order authorized the guardian to act, as prayed in 
Exhibit No. 13, above. 

15. Letters of Guardianship. The letters show 
that Elgin R. Parker was appointed guardian for 
the estates of four children and he took oath of 
office on December 31, 1943. 

16. Petition for Instruction on Signing a Part- 
nership Agreement, filed March 1, 1944. A copy 
of the proposed partnership agreement, approved by 
the guardian, was filed in court and the guardian 
requested the court for authority and instructions 
to sign as guardian, the partnership agreement. 

17. Order for Instructions on Signing a Part- 
nership Agreement, filed March 1, 1944. The court 
authorized and instructed the guardian to sign the 
partnership agreement presented, and approved the 
form of the partnership agreement and the salary 
of $12,000.00 a year to be paid to Elgin R. Parker 
from the partnership. 

18. First Annual Account of Guardian filed May 
3, 1945. Attached to the first annual account was 
a report of the activities of Southern Heater Com- 
pany for the year ended October 31, 1944 made by 
Meyer Pritkin & Company, Certified Public <Ac- 
countants. The account showed an opening balance 
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for each estate of $24,745.98 and a closing bal- 
ance, after adding income and deducting with- 
drawals, of $41,385.45 for each guardianship estate. 

19. Notice of Hearing of First Annual Account 
of Guardian. 

20. Decree Settling First Annual Account of 
Guardian, filed May 18, 1945. The decree approved 
the first annual account. 

21. Second Annual Account of Guardian, filed 
January 19, 1946. 

22. Decree Settling Second Annual Account of 
Guardian, filed February 1, 1946. 

23. Appheation for Instruction on Investment 
of Funds of Wards, filed February 5, 1946. The 
application recited that. each guardianship estate 
had an eighth interest in the partnership known 
as Southern Heater Company and each interest had 
a book value of $54,417.94. In addition, each guar- 
dianship estate had Series E Bonds custing $3,750.00 
making a total for each estate of $58,167.94. 

The application requested authority for the 
guardian to cause the partnership, Southern Heater 
Company, to transfer personal property, such as 
machinery and equipment, inventory and cash, etc., 
to a corporation about to be formed to be known 
as Southern Heater Corporation. The cost of the 
assets to be transferred was $304,000.00 and the 
partnership was to receive from Southern Heater 
Corporation all of its outstanding stock of the par 
value of $304,000.00. Said corporation would carry 
on the business of manufacturing and selling of 
water heaters and other household appliances. It 
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would lease from the partnership such land and 
buildings as 1t needed and would employ as officers, 
Elgin KR. Parker, his wife, and other employees 
of the partnership. 

The appheation also requested authority to trans- 
fer from the partnership personal property having 
a cost of $48,000.00 to a corporation about to be 
formed called the American Control Corporation, 
which would issue all of its outstanding stock of 
[202] a par value of $48,000.00 to the partnership. 
This corporation would manufacture and build 
automatic controls and brass specialties and its offi- 
cers and directors would also be Elgin R. Parker 
and his wife and other employees of the partner- 
ship. 

The application recited various business reasons 
for the proposed incorporation of the manufactur- 
ing phases of the partnership business. 

24. Order Dispensing with Notice of Hearing on 
Application for Instruction of Investment of Funds 
of Wards. 

25. Order Instructing Guardian on Investment 
of Funds of Wards, filed February 5, 1946. The 
court issued its order instructing the guardian to 
transact the matters covered in the application, 
deseribed in Exhibit No. 23. 

26. Application for Authority to Compromise 
Claim, filed August 27, 1946, set out in full. [See 
page 138. ] 

27. Notice of Hearing on Application for Au- 
thority to Compromise Claim. 

28. Application for Authority to Compromise 
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Claim, dated April 11, 1947, set out in full. [See 
page 143. ] 

29. Third Annual Account of Guardian, filed 
April 11, 1947. This account records the activities 
of the partnership and of the guardian for the 
year ended October 31, 1946. It asked that the 
account be approved, except that the pending claims 
of Elgin R. Parker and Flo Parker, for adjust- 
ment on account of income taxes which had not 
been acted upon by the Superior Court. 

30. Decree on Third Annual Account, filed April 
25, 1947. The decree approved the third annual 
account. 

31. Order for Authority to Compromise Claim, 
dated April 25, 1947, set out in full. [See page 146. ] 

32. Fourth Annual Account, Application to Com- 
promise Claim and to Invest Funds of Ward, filed 
July 16, 1948. The account showed the operation 
of the partnership and of the guardianship estates 
to March 31, 1948. 

The guardian also asked authority of the court 
to use federal income tax refunds payable to the 
children for 1945 and 1946 in the same manner 
and under the same terms as was set forth in 
plaintiff’s Exhibits No. 28 and No. 31 for the tax- 
able year 1944. 

The account also requested authority of the court 
to transfer the real estate owned by the partner- 
ship costing $58,000.00 to a corporation, about to 
be formed, to be known as the Parker Realty 
Corporation, in consideration of issuing to the part- 
nership all the outstanding stock of the corpora- 
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| tion of the par value of $58,000.00, and stated 
| that the officers of the corporation would be Elgin 
| R. Parker and his wife and sister who was an 
| employee of the partnership. 

| he application stated that it was believed to 
| be for the best interests of the guardianship es- 
| tates to have the property owned by a corporation, 
as such ownership would prevent the title to the 
property being an undivided interest to several 
persons, such as might be the case if some of the 
i wards attained majority or married and died leav- 
| ing a spouse or issue. If interests in the property 
| fell into hands of persons with divergent views 
| than the other owners of the interests, it would 
reduce the value of each interest. 

33. Notice of Hearing on Fourth Annual Ac- 
count, Application to Compromise Claims and to 
Invest Funds of Wards. [204] 

34. Order Settling Fourth Annual Account, Ap- 
plication to Compromise Claims and to Invest 
Funds of Wards, filed July 30, 1948, set out in full. 
[See page 148. ] 

35. Fifth Annual Account of Guardian, filed 
November 15, 1948. 

This account stated that four claims had been 
presented against the guardianship estates and had 

not been settled except on a tentative basis. 

It showed that each guardianship estate had a 
1214% interest in the partnership known as South- 
ern Heater Company, having a value of $84,589.92 
and Series E Bonds having a cost of $3,750.00 or 
' a total for each estate of $88,339.92. 
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The operating statement of the partnership for 
the period April 1, 1948 to October 31, 1948 was 
shown as well as an analysis of the partnership’s 
capital and the balance sheet of October 31, 1948. 

The account showed that the partnership, as of 
October 31, 1948, owned practically nothing except 
the stock of four corporations; namely Southern 
Heater Corporation, American Control Corpora- 
tion, The Parker Realty Company and Radiantair, 
Inc., and 444% notes signed by Elgin R. Parker 
and Flo Parker payable to the partnership. It 
stated that the notes of Elgin R. Parker and Flo 
Parker owned by the partnership were given to 
the partnership to represent their obligations to 
repay excessive withdrawals made by Elgin R. 
Parker and Flo Parker to enable said persons to 
pay their income taxes. The account said: 

‘“‘Tf the said parties win their income tax cases, 
they can pay the notes out of their income tax 
[205] refunds. In the event they lose the income 
tax cases, they will seek further adjustment, with 
the approval of this court, against the guardian- 
ship estates on account of income tax matters.”’ 

The report said that inasmuch as all the activi- 
ties of the partnership had been reduced to the 
mere holding of stocks in the corporations, it was 
believed that it would be to the best interests of 
the partners and the guardianship estates that the 
partnership be dissolved and the stocks and notes 
distributed to the partners who would hold them 
directly or through their guardian. 

The report prayed for approval of the account, 


ee 


tim ng 
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showing the unsettled claims against each guardian- 
ship estate filed by Elgin R. Parker and Flo 
Parker for adjustment on account of income taxes; 
that dissolution of the partnership be approved, and 
asked that distribution of its assets directly to the 
partners or to the guardianship estate be authorized. 

36. Order Settling Fifth Account of Guardian, 
filed December 7, 1948. The court approved the 
requests made in the fifth annual account. 

37. Application for Instructions on Investment 
of Funds of Ward, filed March 24, 1950. Applica- 
tion stated that Elgin R. Parker was guardian of 
the estate of Flo Dian Parker, that she was now 
married and was Mrs. Frank McDaniel and was 
the mother of a child and wanted to purehase Lot 
22, Block 2 of Belle Vernon Acres Tract, also 
known as 4386 Sixth Street, Compton, California, 
out of her guardianship funds, for $1,800.00, plus 


_buyer’s share of the escrow costs. [206] 


38. Order Instructing Investment of Funds of 
Ward. On April 14, 1950, the decree was made 
instructing the guardian on investment of funds 
of ward as prayed for in Exhibit No. 37. 

39. Sixth Annual Account of Guardian, Final 
Account, Report and Petition for Distribution of 
the Guardianship of Flo Dian Parker, Application 
for Authority to Compromise Claim, Petition for 
Allowance of Attorneys’ Fees, dated September 6, 
1950. Set out in full with Exhibits A and B at- 
tached. [See page 153. ] 

40. Decree dated September 25, 1950 Settling 
Sixth Annual Account of Guardian, Settling Final 
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Account, Report and Petition for Distribution of 
the Guardianship of Flo Dian Parker, Decree Au- 
thorizing Compromise of Claim and Ordering Pay- 
ment of Attorneys’ Fees. Decree allowed all the 
matters prayed for in Exhibit No. 39 and approved 
the sixth annual account. 

41. Seventh Annual Account, Petition for Dis- 
charge of Guardian with Respect to Flo Dian 
Parker, Petition for Payment of Attorneys’ Fees, 
filed October 26, 1951. 

This account stated that the claims as filed by 
Elgin R. Parker and Flo Parker against the guard- 
ianship estates had been compromised as shown by | 
the decree entered on September 25, 1950, but that 
since the income tax litigation involving the guard- 
lanship estates had not been completely settled, 
the statement of the account on the settlement of 
the claims could not be completed. 

The seventh annual account provided for the dis- 
charge of Elgin R. Parker as guardian for Flo 
Dian Parker. The account showed that the guard- 
ian had turned over to Flo Dian Parker [207] 
McDaniel assets costing $51,165.13 and that a re- 
ceipt of Flo Dian Parker McDaniel for such assets 
had been filed in the guardianship account. 

The account showed that the guardian was hold- 
ing further assets having a cost of $388,565.25 which 
was being kept by the guardian on the conditions 
and under the terms of the decree settling the final 
account, report of petitioner for distribution of 
the guardianship of Flo Dian Parker, filed Sep- 
tember 25, 1950, being Exhibit No. 40 herein. 


Harry C. Westover, C.I.R., ct al. 105 


The seventh annual account showed an opening 
balance of $90,056.78, income received of $10,259.96, 
disbursements of $3,038.07 and a balance charge- 
able to the next account of $97,261.01 for cach 
guardianship estate. 

Exhibit A attached to said seventh annual ac- 
count showed cach guardianship estate reecived in- 
come as follows: 


Dividends, Southern Heater Corporation .......... $ 5,250.00 
Dividends, American Contro!] Corporation ........ 4,950.00 
Interest, Compton Commercial Savings Bank .... 60.64 

GI aceon sesec esses acacceeeeneecteeseeessted $10,260.61. 


The seventh annual account showed each guard- 
lanship estate had disbursements as follows: 


Cteriene bend Premium .............---ssc..-00----casesasasd $ 89.25 
Lega! Fees in Connection with the Guardianships ..... 100.00 
Payimenteon) Estimated 1950 Income Tax ........24........- 2,705.38 
Cuameicmebond Premium—1951 ......................c.-.0cte 89.25 

SGHANMEMIDISHUTSEMENtS .......-.----...-------0e-----ceeeneeeceoed $2,983.88 


42. Decree Approving Seventh Annual Account, 
Petition for Discharge of Guardian with Respect 
[208] to Flo Dian Parker, Petition for Payment 
of Attorneys’ Fees. This decree entered November 
9, 1951, approved the seventh annual account and 
petition set out in Exhibit No. 41 above. 

43. Receipt of Flo Dian Parker McDaniel for 
the assets received from the guardian having a 
cost of $51,165.13. This was filed November 1, 1950. 

44. Highth Annual Account of Guardian and 
Petition for Allowance of Attorneys’ Fees. This 
account was filed October 6, 1952 and refers to the 
fact that the settlement of the claims which were 
compromised by the decree on September 25, 1950 
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had not been completely consummated as the in- 
come tax litigation was still pending. 

The petition also showed that the guardianship 
of Flo Dian Parker had been discharged, the dis- 
charge having been entered on November 9, 1951. 

The account showed for each guardianship as 
follows: 


Balance chargeable from Seventh Account ............ $ 97,261.01 
Income for the period 8/1/51 to 7/31/52 ............ 7,890.19 
lod 2... —_—_ er ee $105,151.20 

WD isbunsements: 2c. eee ees 1,363.54 
Balance chargeable to next Account ..................-- $103,787.66 


The account also showed that Patricia Lee 
Parker was married and her name was now Patri- 
cia Lee Parker Brown. 

Exhibit A attached to eighth annual account 
showed that each guardianship estate received in- 
come as follows: [209] 


Dividends, Southern Heater Corporation ............ $4,375.00 
Dividends, American Control Corporation .......... 3,200.00 
Interest Compton Commercial Savings Bank .... 266.11 

Tetal IneOmen......cac: = $7,891.11 


Each guardianship estate had disbursements as 
follows: 


Attomeys*yFees 10.2... ee $ 37.50 
Payment on Estimated 1951 Income Tax .......... 1,200.00 
Guardian Bond Premium—1952 ..00000.2. wees 87.15 
Balance of 1951 Income Tax .200w... eee 129.64 

Total Disbursements .........22 $1,454.29 


The eighth annual account showed that each 
guardianship estate had assets at July 31, 1952 as 
follows: 
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Cash in Compton Commercial Savings Bank .......... $ 17,581.99 
Accounts Receivable—Employees of Southern 
Vo Cen 9.64 


Notes Reccivable—E. R. Parker and Flo Parker .. 26,841.31 
1,050 Shares of Southern Heater Corporation 


eee COSth 2. .2.....200......-..-.. meena... seas 42,527.84. 
195 Shares of American Control! Corporation 
Siok. 2 (COS ee 6,500.00 
21714 Shares of Parker Realty Company 
Lee at, CC nee eee 7,250.00 
cepee tnd i ee 3,768.75 
Loans Payable Southern Heater Corporation ........ (89.25) 
Customers Credit Balance (carried over from 
Southern Heater Company dissolved) .......... (602.62) 
ONL cack rr © $103,787.66 


45. Decree Settling Eighth Annual Account in 
all respects, dated October 17, 1952. 


_ 46. Petition for Authority to Execute Deed, 
' dated December 10, 1952. This petition requested 
authority for guardian to execute without [210] 
consideration a deed on behalf of the three remain- 
ing wards for the real property which had been 
owned by the partnership and previously deeded 
to Parker Realty Company. 

The petition stated that the Parker Realty Com- 
pany wishes to revert the property’s acreage for 
purposes of constructing a building of their own 
which covered more than one of the lots, and the 
Title Insurance & Trust Company advised that a 
deed covering said property could be executed by 
the guardian in the above entitled proceedings to 
the Parker Realty Company pursuant to an order 
of court. It had appeared from the Title Insurance 
& Trust Company’s letter that the partners had not 
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transferred title to the property to the partnership 
and this deed from the partners was necessary. 

47. Order for Authority to Execute Deed. The 
order authorized the executor to execute the deed 
mentioned in Exhibit No. 46. 

48. Appheation for, Instruction on Investment 
of Funds of Wards and for Leasing of Property, 
dated June 15, 1953. 

The application requested authority for the guar- 
dian to purchase for the three guardianship estates, 
two acres of ground located at 17,915 South Figue- — 
roa Street, Los Angeles, California, improved with 
a new cement plant building which was constructed 
for an office building. 

The application stated that the guardian had 
negotiated with the owner of the property to pur- 
chase it, subject to the approval of the court, for 
$34,000.00 and had also negotiated to lease it for 
a period of ten years at $4,500.00 per year, plus 
insurance, repairs and taxes. 

49. Order Instructing Guardian on Investment 
of [211] Funds and Leasing of Property. The 
court made an order authorizing the guardian to 
make the investment and the lease covered in Ex- 
hibit No. 48. (Such investment and leasing were 
not made, as by the time the order had been ob- 
tained, the owner had sold the property to others.) 

50. Ninth Annual Account of Guardian, Final 
Account, Report and Petition for Distribution in 
the Guardianship of Patricia Lee Parker, Peti- 
tion for Allowance of Attorneys’ Fees, dated Octo- 
ber 25, 1953. 
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This account showed that the income tax claims 
filed against the guardianship estates by the plain- 
tiffs on account of adjustment of income taxes had 
not been settled. 


The account showed an opening balance for each 
of the three guardianships of $103,787.66, income 
for the period July 31, 1952 to July 31, 1953, of 
$7,375.00, disbursements $1,129.53, and a balance 
chargeable to the next account of $110,010.88. 


The final account, report and petition for distri- 
bution and discharge of guardian with respect to 
the guardianship of Patricia Lee Parker showed 
that she was over 18 years of age and had been mar- 
ried; her name was now Patricia Lee Parker Brown. 
Petition asked for permission to distribute to Patri- 
cia Lee Parker Brown, assets costing $64,286.25 and 
to hold in a reserve for the compromise of said 
claims on account of income taxes and payment of 
$200.00 attorneys’ fees, assets costing $45,724.63, 
which amount would be withheld until the outcome 
of the federal income tax litigation. This account 
stated that if the litigants were successful in this 
ease, Patricia Lee Parker Brown would receive an 
additional $45,524.63, plus additional interest. [212] 


The account showed that the income for each 
guardianship estate for that period was as follows: 


Dividends, Southern Heater Corporation .......... $4,375.00 
Dividends, American Control Corporation ........ 2,600.00 
Interest on Savings Account—Compton 

Gcmmerncial Savings Bank .........2:.....--.-00: 398.95 
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The account also showed disbursements as fol- 
lows: 


AttOrmeys CGS, «02.02 sect eeec nese $ 50.00 
Payment on Estimated ]952 Federal Income Tax .... 700.00 
Balance of 1952 Federal Income Tax ................-.------ 76.00 
Califormiagimeome. tax. ..2— 2... ee 20.19 
Payment on estimated 1953 Federal Income Tax ...... 75.00 
Guardian ‘Bond premium .ccc-<-cc-ecceere eee O27 | 
sfc: 8 | ee IAN Ee $1,013.36 


The account showed that there was held for Ar- 
thur E. Parker the following assets on July 31, . 
19537 


Cash ...2osetee ccs $ 23,924.00 
Account Receivable, Employees of Southern 

Heater (Company <.:22 ee 9.65 @ 
Notes Receivable, E. R. Parker and Flo Parker .... 26,841.31 
700 Shares Southern Heater Corporation 

Stock: "ab @osts .....0 oe 42,527.84 
130 Shares American Control Corporation 

Stetkat Cost .......28..2 ee ee 6,500.00 
145 Shares Parker Realty Company Stock at Cost 7,260.00 
U.S. Government E. Bonds. 2.22 3,768.75 
Loan Payable Southern Heater Corporation .......... (89.25) 
Customers Credit Balance (carried over from 

Southern Heater Company dissolved) .......... (602.62) 

Total ......ucan $110,139.68 


A similar amount was held by Rowland T. Parker. 

51. Decree Settling Ninth Annual Account of 
Guardian, and Settling Final Account and Report 
of Petition for Distribution for Guardianship of 
Patricia Lee Parker Brown and Order for Payment 
of Attorneys’ Fees, dated November 13, 1953. The 
court approved the ninth annual account, etc., as 
requested in Exhibit No. 50. 


A 
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52. Application for Instruction on Investment 
of Funds of Wards, dated May 24, 1954. 

This application asked for authority to invest on 
behalf of each of the two remaining guardianship 
estates, 75 shares (at a cost of $7,500.00) of common 
capital stock of D. P. Ran Appliance Corporation, 
and $7,500.00 in the 5% unsecured notes of that 
corporation due in five years. 


This application stated that the D. P. Ran Appli- 
ance Corporation was about to be formed and would 
be owned by the five Parker children through their 
guardianships, trust, or directly, and Gilbert G. 
McGaughey, Theodore Thiele, Capitola Fierke. 


The application stated that Gilbert G. Mc- 
Gaughey, Theodore Thicle, and Capitola Fierke had 
long been connected with the Parker companies 
and were greatly [214] experienced in the manufac- 
ture of water heaters and space heaters. 


The application stated that the new corporation 
would lease space from Flo Dian Parker McDaniel 


_ at $750.00 a month, on a month to month basis, until 


a one-year lease at that rental could be executed 
with yearly option to renew for an additional four 
years at the same rental. The new corporation 
would purchase equipment to set up a plant at said 
space, to buy raw material and make an initial in- 
ventory of furnaces. It was expected that the new 
corporation would sell space heating furnaces 
through commission salesmen throughout the coun- 
try. The application stated that it was believed 
that the new corporation had an excellent chance 
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of success due to the experience and contacts of its 
officers and stockholders. 

The application suggested that the investments 
would be reasonable considering the size of the 
guardianship estates, the income of each guardian- 
ship estate, and the fact that the business of the new 
corporation would closely approach that of the 
existing successful corporations in which said guar- 
dianship estates held stock. 


53. Order Authorizing Investment of Funds of 
Wards, dated June 11, 1954. The order authorized 
the guardian to make the investments prayed for 
in Exhibit No. 52. 


o4. Tenth Annual Account of Guardian, Appli- 
cation for Discharge of Guardian for Patricia Lee — 
Parker Brown and Petition for Allowance of At-— 
torneys’ Fees, dated September 138, 1954. 

The tenth annual account stated that the claims — 
against the guardianship estates filed by the par-— 
ents had not been settled. 

The account showed that on November 13, 1954, 
the [215] court had entered a decree settling the 
final account, report, petition for distribution of 
the guardianship of Patricia Lee Parker, now Pa- 
tricia Lee Parker Brown. It showed that the guar- 
dian had the receipt of Patricia Lee Parker Brown | 
for assets costing $64,286.25 and was holding assets 
costing $45,524.63 as a reserve against the claims 
filed by the plaintiffs cn account of income tax. 

The application asked for discharge of Elgin R. 
Parker as guardian of Patricia Lee Parker Brown. | 
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The tenth annual aecount showed that in each 
guardianship estate there was on hand at the begin- 
ning of the period, $110,148.44, income for the year 
was $6,821.90, and the disbursements for the year 
$1,741.22, and the balance on hand at the end of 
the year was $115,229.12. 


The income for the year was made up as follows: 


Dividends Southern Heater Corporation .......... $ 8,750.00 
Dividends American Control] Corporation ........ 3,900.00 

Interest Savings Account Home Bank of 
00 VO ea 993.80 
[coke ARs. aye $13,643.80 


The tenth account showed that these bills and dis- 
bursements for each account as follows: 


1953 Federal Estimated Income Tax ......02.......... $2,800.00 
Ao pues © Le G5) een eee 200.00 
Guardianship Bond Premium ...............--------++++ 194.00 
Balance of 1953 Federal Income Tax .............-.. 83.72 
{ Waemealibora Income Tax .................0.--0--- 104.72 
1954. Federal Estimated Income Tax ........-...---- 100.00 
TROT DISHUTSEMENtS .....---.----------cccce-ceccoeneeee $3,482.44. 


55. Decree Settling Tenth Annual Account of 
Guardian, Decree Discharging Elgin R. Parker as 
Guardian for Patricia Lee Parker Brown, and 
Order for Payment of Attorneys’ Fees, dated Octo- 
ber 1, 1954. The decree approved the matters set 
[216] out in Exhibit No. 54. 


56. Eleventh Annual Account of Guardian and 
Petition for Allowance of Attorneys’ Fees, dated 
August 31, 1955. 


The account showed that the claims filed by the 


| 
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parents against the guardianship on account of ad- 
justment of income tax had not been settled. 


The account showed that the guardian was hold- 
ing in a reserve account, assets contingently belong- 
ing to Flo Dian Parker McDaniel, costing $38,-_ 
526.25, plus accumulating interest, and assets con- 
tingently belonging to Patricia Lee Parker Brown, 
costing $45,524.63. 


The account showed that for each remaining | 
guardianship estate the balance chargeable from the 
tenth annual account was $115,229.12; the income 
for the year was $9,661.60, and the disbursements 
for the year were $2,259.12, and the balance on hand 
at the end of the year was $122,631.60. 


The account showed that the income for each 
guardianship estate for the year was as follows: 


Gifts from Elgin R. Parker a. $3,000.00 
Savings Account Home Bank—Compton ............ 336.60 
Dividends Southern Heater Corporation ............ 4,375.00 
Dividends American Control] Corporation .......... 1,950.00 

Voted... ee. $9,661.60 


The account showed the disbursements for each 
account for the year as follows: 


1954 Federal Estimated Income Tax ..............---- $ 925.00 
Attorneys’ Fees. 222 LI7al, 
Guardian Bond Premium 2 97.00 
Balance 1954 Federal Income Tax ...W.........-..--- 97.64 
1954 California Income Vax 22222202 42.83 
1955 Federal Estimated Income Tax ...............-.- 293.16 
1955 Federa] Estimated Tax 00.0.2... eeeeeeceeecoee 586.32 


: 
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The account showed assets in each account with 
costs as follows: 


oc acegcccc oc $ 21,407.16 
Account Receivable, Employees of Southern 

cate (Corns 9.65 
Notes Receivable, E. R. Parker and Flo Parker ..... 26,841.31 
Notes Receivable, D. P. Ran Appliance 


Co oO: ee 7,500.00 
700 Shares of Stock of Southern Heater 

MN neces eee c noc oa cen nenee rc end¥Sinnansaeanndtinn-de 42,527.85 
130 Shares Stock American Control 

Comic icenie.. 2... ee... RE... 6,500.00 
145 Shares Stock Parker Realty Company ............ 7,250.00 
150 Shares Stock D. P. Ran Appliance 

LOND LC ee 7,500.00 
U. S. Government Bond—Series FE ...........000..00.2220... 2,768.75 
Loan Payable Southern Heater Corporation .......... (89.25) 
Customers Credit Balance (earried over from 

Southern Heater Company dissolved) ............ (602.62) 

ull sade. ale $122,612.85 

Total Guardianship Funds, July 31, 1955 .............. $122,612.85 


| 57. Decree Settling Eleventh Annual Account of 


Guardian and Petition for Allowance of Attorneys’ 
| Fees, dated September 16, 1954. This decree ap- 
_ proved the matters set out in Exhibit No. 56. [218] 


58. Balance sheet as of October 31, 1943, and 
audit reports for 1944 to 1948. 


Set out in full the balance sheet as of October 
dl, 1943. [See pages 163-4. | 


The audit reports for 1944 to 1948 were made 
by Meyer Pritkin & Company, Certified Public Ac- 
countants, of the activities of Southern Heater 
Company for each of the years mentioned. These 


| reports were attached to the annual accounts and 
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reports filed with the Probate Court in the guar- 
dianship estates. 

59. Guardian’s Bond. The guardian filed on be- 
half of each guardianship estate, a $23,000.00 bond 
as required by the Probate Court. This was a cor- 
porate surety company bond. 

60. Analysis of partners’ capital accounts, 1944 
to 1948, inclusive, including a schedule of disburse- 
ments in the guardianships’ funds and analysis of 
the net assets. Set out in full as follows: 

1. Analysis of partners’ capital accounts, No- 
vember 1, 1943 to October 31, 1948. . 

2. Disbursements from guardianship funds other — 
than income taxes, November 1, 1943 to October 31, | 
1948. ; 

3. Analysis of distribution of net assets on dis- 
solution as of October 31, 1948. [See pages 165-167. | 

61. Exhibits No. 61 and No. 62. 

Exhibit 61 constitutes pages 58 and 160 of the 
1945 report of the Commissioner of Internal Rev- 
enue called “Statistics of Income.”’ 

Exhibit 62 represents pages 154 and 156 of the 
1946 report of the Commissioner of Internal Rev- 
enue [219] called ‘‘Statistics of Income.” 

63. Tabulation, summarizing the data shown in 
Exhibits No. 61 and No. 62. Set out Exhibit No. 63 
in full. [See page 168. | 

64A to 64G. Set out in full. [See pages 169-176. | 

Defendant’s Exhibit A. Memorandum on inel- 
dence of income tax liability. Set out in full. [See 
pages 177-181. | 

The undersigned, attorney for appellants, certi- 
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fies that in my opinion the above Statement of Evi- 
dence covers in condensed form all the evidence in- 
troduced at the trial. 


Dated: August 28, 1956. 
/s/ MELVIN D. WILSON 


Acknowledgment of Service. 


[Endorsed]: Filed Aug. 29, 1956. 


PLAINTIFFS’ EXHIBIT No. 1 
Deed of Gift 


Elgin R. Parker, of the County of Orange, State 
of California, in consideration of the love and affec- 
tion he bears to his children, hereinafter named, 
does hereby give, transfer, assign, convey and deed, 
out of his sole and separate property, twelve and 
| one-half per cent of all his right, title and interest 
| in and to the following described property, to each 
| of his children, as his or her sole and separate prop- 
| erty, as follows: 

Flo Dian Parker, born August 1, 1929, 
Patricia Lee Parker, born September 19, 1932, 
Rowland Tibbetts Parker, born May 1, 1937, 
Arthur Elgin Parker, born September 8, 1940. 
Elgin R. Parker is a partner in the partnership 
known as Southern Heater Company, which oper- 
ates a business of manufacturing and selling heat- 
| ers, said business being conducted at 133 East Pal- 
mer Street, Compton, California, and said partner- 
| ship also carries on the same type of business under 
various other names, such as Merit Heater Com- 
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pany, United States Heater Company, Crown Heat- 
er Company, Southern Galvanizing Company, and 
Bessemer Engineering Company. 

Elgin R. Parker owns a one-half interest in said 
partnership and a one-half interest in all the assets 
thereof, and by this instrument gives to each of his 
above named children a six and one-quarter per cent 
interest in the said partnership and in the assets of 
said partnership, as of the close of business Octo- 
ber 31, 1948. Said assets in said partnership are 
more particularly described as follows: 

Cash on hand and in bank, accounts receivable, 
merchandise inventories, inventories of materials 
and supplies and finished goods, buildings on the 
real estate hereinafter described, machinery and 
equipment located in the buildings on the property 
hereinafter described, as well as shop tools, dies, 
furniture and fixtures, delivery equipment, deferred 
accounts, accounts receivable (employees’), unex- 
pired insurance, sundry deposits, patents and trade- 
marks and good will, and other assets, all apper- 
taining to the businesses of the partnerships men- 
tioned above, carried on at 133 East Palmer Street 
in Compton, California, or on the property herein- 
after described. 

The real estate owned by said partnership and in- 
volved by this deed of gift is further deseribed as 
follows: 

Land on which the Plant stands: 

Those portions of Wright’s addition to the Town 
of Compton, as per map recorded in Book 7, Page 
oo Of Miscellaneous Records, and of Range 1 of 
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the ‘Temple and Gibson Tract, as per map thereof re- 
eorded in Book 2, Pages 540 and 541 of Miscellane- 
ous Records, in the City of Compton, County of Los 
Angeles, State of California, described as follows: 
Beginning at the Southwest corner of Lot 2 in 
Block 5 of said Wright’s Addition to the Town 
of Compton, said Southwest corner being in the 
Easterly line of Wilmington Street as said street 
is shown on the Map of Tract No. 759, as per map 
thereof recorded in Book 16, Page 13 of Maps; 


| thence northerly, along the said Easterly line of 


Wilmington Street, 871.2 feet, to the southwest 
eorner of Block ‘“I,’’ of Tract No. 8765, as per map 
thereof recorded in Book 41, Pages 88 and 89 of 
Maps; thence Easterly, along the Southerly line of 
said Block “TI,’’ 500 feet, to the Southeast corner 
of said Block “I,’’ thence southerly parallel with 


| the Easterly line of Wilmington Street, as herein- 
_ before described, 871.2 feet to the Southeast corner 


of Block 5 of Wright’s Addition to the Town of 
Compton, hereinbefore described; thence Westerly, 


along the Southerly line of said Block 5, a distance 


———————————— 


of 500 feet, to the point of beginning. 


Otherwise known as 133 East Palmer, Compton, 
California. 


it being understood that the donor is giving a six 
and one-quarter per cent interest in and to said 
assets and real estate to each of his said children 
named above. 


The gifts, assignments and conveyances of the 
six and one-quarter per cent interest in and to the 
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partnership and in and to the assets of the said 
partnership are subject to the liabilities of the part- 
nership, as shown in Schedule “A,’’ attached hereto, 
and to such further liabilities for renegotiations, 
Federal Income Taxes on Elgin R. Parker and Flo 
Parker, for the years 1941, 1942 and 1943, as may 
finally be determined to be due, and for such other 
liabilities as may arise and be determined to be a 
liability of the business as of October 31, 1943, in- 
eluding liabilities to Elgin R. Parker and Flo 
Parker, as shown in Exhibit “A.’’ 


To Have and to Hold to the several grantees as 
their respective sole and separate property. 


Witness my hand this thirty-first day of October, 
1943. 
/s/ ELGIN R. PARKER 


State of California 
County of Los Angeles—ss. 


On this thirty-first day of October, 1943, before || 
me, a Notary Public in and for said County, per- 
sonally appeared Elgin R. Parker, known to me to 
be the person whose name is subscribed to the fore- 
going instrument, and acknowledged that he exe- 
euted the same. 


Witness my hand and official seal. 


[Seal] /s/ CAPITOLA FIERKE 
Notary Public in and for said County and State. 
My Commission expires Sept. 28, 1946. 

The above gifts are from the separate property 
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of my husband, Elgin R. Parker, and while I have 
no interest in said property, I approve of such gifts. 
/s/ FLO PARKER 
[Note: Exhibit A is the same as Exhibit No. 58 
set out at pages 163-164 of this printed record. | 


PLAINTIFFS’ EXHIBIT No. 3 
Articles of Copartnership 


These Articles of Copartnership, made and en- 
tered into as of the first day of November, 1943, by 
and between Elgin R. Parker, Flo Parker, and 
Elgin R. Parker, as guardian of the properties of 
Flo Dian Parker, Patricia Lee Parker, Rowland 
Tibbetts Parker, and Arthur Elgin Parker, mi- 
nors, Witnesseth: 

1. The parties hereto have agreed, and do hereby 
agree, to become partners together, under the ficti- 
tious firm name and style of Southern Heater Com- 
pany. The said partnership will also use the firm 
' names of Merit Heater Company, United States 
Heater Company, Crown Heater Company, South- 
ern Galvanizing Company, and Bessemer Engineer- 
ing Company. 

2. Said partnerships shall carry on and conduct 
a business of manufacturing and selling water heat- 
ers; and shall carry on any other business in connec- 
tion with the foregoing or in furtherance of the 
partnership purposes, nd shall engage in any busi- 
ness or transaction whatsoever, which the partners 
may from time to time agree upon, to the same 
extent as natural persons might or could do. 
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3. The place of business of said partnership is 
133 East Palmer Street, Compton, California, which 
place may be changed from time to time by agree- 
ment of the partners. 

4. Said partnership shall continue for the com- 
mon and mutual benefit and advantage of the par- 
ties hereto, subject to the terms and conditions of 
this agreement, until such time as the same shall be 
dissolved by any of the partners or by operation of 
law. 

5. (a) The partners have contributed, and do 
hereby contribute, and by these presents do assign, 
transfer and set over and deliver unto the partner- 
ship, for partnership purposes, all of the assets of 
that certain manufacturing water heater business 
heretofore operated by Elgin R. Parker and Flo ~ 
Parker, as copartners under the fictitious firm 
names of Southern Heater Company, Merit Heater 
Company, United States Heater Company, Crown 
Heater Company, Southern Galvanizing Company, 
and Bessemer Engineering Company. Said assets, © 
contributed to the partnership, as aforesaid, are 
now owned by the parties hereto in the following © 
proportions: Elgin R. Parker 25 per cent, Flo : 
Parker, 25 per cent, Flo Dian Parker 1214 per cent, 
Patricia Lee Parker 1214 per cent, Rowland Tib- 
betts Parker 1214 per cent, and Arthur Elgin Par- © 
ker 1214 per cent; the last four named partners op- 
erating through their guardian, Elgin R. Parker. 
It is hereby declared that heneeforth all of said 
assets shall belong to the partnership hereby cre- 
ated, but the respective interests of the parties 
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hereto in the partnership and the capital, income, 
profits and proceeds thereof and therefrom, shall be 
the sole and separate property of each of said par- 
ties free from any community or other interest on 
the part of the other parties. 

(b) The transfer of said assets to the partner- 
ship, as aforesaid, is subject to abilities, which lia- 
bilities the partnership does hereby assume. An 
itemized list of said assets and of the known liabili- 
ties, is contained in the balance sheet as of October 
31, 1943, hereinafter annexed and made a_ part 
hereof. It 1s understood that the assets are subject 
to habilities not shown in the attached balance 
Sheet: for renegotiation, such Federal and State 
income taxes on Flo Parker and Elgin R. Parker 
for the years 1941, 1942 and 1943, as may finally be 
determined to be due, and for such other habhilities 
as may arise and be determined to be a lability of 
the predecessor business, or of Elgin R. Parker or 
of Flo Parker, as of October 31, 1943. 

6. The eapital of the partnership shall consist 
of: 

(a) The assets listed on said balance sheet at 
October 31, 1943, hereunto annexed; 

(b) Any and all other or further contributions 
which the partners, or any of them, may hereafter 
make; and 

(c) All machinery, equipment, contracts, good- 
will, property and assets of every kind, which the 
partnership may hereafter in any manner acquire. 

7. (a) The partners shall have interests in and 
to the capital of the partnership in the following 
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proportions: Elgin R. Parker 25 per cent, Flo Par- 
ker 25 per cent, Flo Dian Parker 1244 per cent, 
Patricia Lee Parker 1214 per cent, Rowland Tib- 
betts Parker 12% per cent, and Arthur Elgin Par- 
ker 1214 per cent, in and to the partnership capital. 
(b) Inasmuch as Elgin R.. Parker proposes to 
devote a greater amount of his time to the partner- 
ship affairs than do the other partners, and will, 
therefore, render a greater amount of service 
thereto, it is agreed that all net income or net prof- 
its derived from the partnership shall belong to the 
parties hereto in the following proportions: After 
deducting the salary provided for in paragraph 10 
hereof, 25 per cent to Elgin R. Parker, 25 per cent 
to Flo Parker, 1214 per cent to Flo Dian Parker, | 
121% per cent to Patricia Lee Parker, 1214 per cent” 
to Rowland Tibbetts Parker, and 121% per cent to 
Arthur Elgin Parker. . 
8. The net income and net profits of the partner- ” 
ship shall be paid and distributed to the parties” 
hereto in the proportions above set forth from time 
to time as the partners may determine, and any 
and all losses or expenses incurred in connection 
with the partnership business and affairs shall be 
borne and paid by the partners in the same propor- 
tions at the net income and net profits are divided, 
that is to say, 25 per cent to Elgin R. Parker, 25 | 
per cent to Flo Parker, 1214 per cent to Flo Dian || 
Parker, 1214 per cent to Patricia Lee Parker, 1214 _ | 
; 
| 


per cent to Rowland Tibbetts Parker, and 121% per 
eent to Arthur Elgin Parker. 
9. The net income and net profits of the partner- 
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ship shall be determined and computed in accord- 
ance with the standard and prevailing accounting 
practices, with the usual deductions for operating 
expenses, depreciation, taxes and other items, as 
approved by a certified public accountant or ac- 
eountants selected by the partners. 

10. It is understood and agreed that the part- 
ners may from time to time authorize the payment 
to any of the partners, in addition to their share of 
the net profits, of salaries, bonuses, or other com- 
pensation for services rendered to the partnership, 
in which event such salaries, bonuses or other com- 
pensation shall be charged to the operating ex- 
penses of the partnership. Until further agreement, 
Elgin R. Parker shall receive a salary of Twelve 
Thousand Dollars ($12,000) per year. 

11. At all times during the continuance of said 
)partnership, each of the parties hereto shall give a 
sufficient amount of his or her time, attention and 
attendance to the conduct of the business of the 
partnership as shall be necessary and proper for 
the efficient operation of said business and the car- 
rying out of the purposes of the partnership; and 
each of the partners will at all times, to the utmost 
of his skill and power, exert his best efforts for the 
joint interest, benefit and advantage of the partners 
and the business of the partnership. All partners 
shall be kept fully advised with respect to the part- 
nership business and affairs. 

: 12. There shall at all times be kept during the 
continuance of said partnership just and true books 
of account, wherein shall be entered a record of all 
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moneys received and disbursed and all other trans- 
actions in connection with the partnership business; 
and said books shall be used in common by the part- 
ners, and any of them shall have access thereto at 
any time without interruption or hindrance from 
the others. The books of the partnership shall be 
balanced from time to time as the partners may 
agree, in such manner as to exhibit the true state 
and condition of the affairs of the partnership. 
None of the partners shall receive or pay out any 
money or engage in any transaction on behalf of | 
the partnership unless the same shall be 1mmedi- 7) 
ately entered in the books and accounts of the part- |} 
nership. | | 

13. None of the partners shall have the right to 7 
sell, transfer, assign or convey his or her interest 
in the partnership or its business, property or as- 
sets, or any part thereof, without giving the other 
partners the prior right and option to purchase 
such interest, at the same price and upon the same 
terms and conditions, for a period of ninety (90) 
days after notice in writing to the other partners 
of his or her intention to make such sale or trans-7) 
fer. Such notice shall be given in writing by the 
partner desiring to sell, and shall specify the price” 
the selling partner is to receive for his or her inter- 
est, and the terms of payment thereof. The remain- 
ing partners shall thereupon have the right and | 
option for a period of ninety (90) days from the 
giving of said notice, to purchase the interest of the 
partners desiring to sell at the same price and upon) 
the same terms, which option shall be exercised by _ 
notice in writing to the partner desiring to sell. The 
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remaining partners may participate in this right to 
purchase in their respective proportions. Should 
one or more partners not desire to participate in 
the purchase of additional partnership interest, 
then the other remaining partners shall have the 
right to participate in the purchase, in their respeec- 
tive proportions. 

14. Any notice given hereunder may be given by 
personal delivery to parties to whom the same is 
directed, or same may be forwarded to such parties 
by registered mail at his or her Jast known address. 
In case of service by registered mail, such notice 
shall be deposited in the United States mail in the 
County of Los Angeles, State of California, and no- 
tice shall be deemed to have been given on the date 
of mailing. 

15. Upon any dissolution of said partnership, a 
(full and final accounting of the assets and property 
of the partnership shall be taken, and the same 
shall, as soon as practicable, be liquidated, and the 
‘debts due the partnership collected and the pro- 
eeeds applied first to the discharge of the labilities 
of the partnership and the expenses of liquidation, 
and the surplus, if any, shall be divided between the 
partners, their heirs, executors or administrators 1n 
proportion to their respective interests in the capi- 
ital of the partnership. 

16. This agreement shall bind and inure to the 
benefit of the respective heirs, executors and admin- 
istrators of the parties hereto. The masculine gen- 
der, when used herein shall be deemed to inelude 
the feminine, and the singular shall include the 
plural and the plural the singular. 
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Executed as of the day and year first above writ- 
ten. 
/8s/ ELGIN R. PARKER. 
/3s/ FLO PARKER. 
FLO DIAN PARKER, 
By /s/ ELGIN R. PARKER, 
Guardian. 
PATRICIA LEE PARKER, 
By /s/ ELGIN R. PARKER, 
Guardian. 
ROWLAND TIBBETTS 
PARKER, 
By /s/ ELGIN R. PARKER, 
Guardian. 
.ARTHUR ELGIN PARKER, 
By /s/ ELGIN R. PARKER, 
Guardian. 


State of California, 
County of Los Angeles—ss. 


On this 25th day of February, 1944, before me, a 
Notary Public in and for said County and State, 
personally appeared Elgin R. Parker, known to me 
to be the person whose name is subseribed to the 
within instrument, and acknowledged to me that he 
executed the same. 

In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year 
in this certificate first above written. 


[Seal] /s/ CAPITOLA FIERKE, 
Notary Public in and for the County of Los Ange- 
les, State of California. My Commission HEx- 
pires Sept. 28, 1946. 


——" 


———— a 
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State of California, 
County of Los Angeles—ss. 

On this 25th day of February, 1944, before me, a 
Notary Public in and for said County and State, 
personally appeared Flo Parker, known to me to be 
the person whose name is subscribed to the within 
instrument, and acknowledged to me that she exe- 
euted the same. 

In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year 
in this certificate first above written. 


[Seal] /8/ CAPITOLA FIERKE, 
Notary Public in and for the County of Los Ange- 
les, State of California. My Commission Ex- 
pires Sept. 28, 1946. 


State of California, 
County of Los Angeles—ss. 

On this 25th day of February, 1944, before me, a 
Notary Public in and for said County and State, 
personally appeared Elgin R. Parker, as guardian 
of the estates of Flo Dian Parker, Patricia Lee 
Parker, Rowland Tibbetts Parker, and Arthur 
Elgin Parker, known to me to be the person whose 
name is subseribed to the within instrument, and 
acknowledged to me that he executed the same. 

In Witness Whereof, I have hereunto set my 
hand and affixed my official seal the day and year 
in this certificate first above written. 

[Seal] /s/ CAPITOLA FIERKE, 

Notary Public in and for the County of Los Ange- 
les, State of California. My Commission Ex- 
pires Sept. 28, 1946. 
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Agreement for Dissolution of Partnership 


This Agreement made this 30th day of Novem- 
ber, 1948, entered into between Elgin R. Parker, 
Flo Parker, and Elgin R. Parker, as guardian of 
the properties of Flo Dian Parker, Patricia Lee 
Parker, Rowland Tibbetts Parker and Arthur 
Elgin Parker, 

Witnesseth: 


Whereas, as of the Ist day of November, 1943, 
the parties entered into Articles of Co-partnership 
to operate a business known as Southern Heater 
Company and also known as Merit Heater Com- 
pany, United States Heater Company, Crown 
Heater Company, Southern Galvanizing Company, 
Bessemer Engineering Company and American 
Control Company; and 


Whereas, it is deemed to the best interests of the 
parties hereto that said partnership be dissolved 
inasmuch as the active operating business has been 
transferred to various corporations and the part- 
nership now merely holds stock in said corporations 
and notes of the partners. 

Now, Therefore, be it understood and agreed as 
follows: 

1. That the partnership known by the above 
names shall be dissolved as of November 1, 1948. 

2. That the assets and liabilities of the partner- 


ship as of October 31, 1948, are as shown on Exhibit 
A attached hereto. 


3. That the interests of the partners in the part- 
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: linen PAVKCT. 1.2... 25% 
| Wie [Ak \ a 25 7% 
ijeeran Parke, .o...6...0..... 1214% 
Heeericia Jide Parker.............. 121% 
Rowland Tibbetts Parker.......... 1214% 
Penn: Wloim Parker.............. 12144% 
| It is understood that the stock of Southern 
Heater Corporation, American Control Corpora- 


_ tion, Parker Realty Company and Radiantair Con- 
trol Corporation will be divided among the partners 
in relation to their interests in the partnership. 
4. It is further agreed that the notes receivable 
from partners, owned by the partnership, will be 
| distributed to the partners as follows: 
(a) To Elgin R. Parker: 
Note signed by E. R. Parker for $26,217.92 ; 
Note signed by Flo Parker for $27,464.71; 
(b) To Flo Parker: 
Note signed by E. R. Parker for $26,217.92; 
Note signed by Flo Parker for $27,464.71; 
(c) To Flo Dian Parker: 
Note signed by E. R. Parker for $13,108.95 ; 
Note signed by Flo Parker for $13,732.35; 
(d) To Patricia Lee Parker: 
Note signed by E. R. Parker for $13,108.95 ; 
Note signed by Flo Parker for $13,732.35; 
(e) To Rowland Tibbetts Parker: 
Note signed by E. R. Parker for $13,108.96 ; 
Note signed by Flo Parker for $13,732.35; 
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(f) To Arthur Elgin Parker: 
Note signed by E. R. Parker for $13,108.96 ; 
Note signed by Flo Parker for $13,732.35. 


5. It is understood that the remaining assets in 
the partnership will be divided among the partners 
in proportion to their interests in the firm and that 
each will assume and be subject to a pro rata share 
of the liabilities of the partnership as shown by 
Exhibit A. 


6. It is agreed that Elgin R. Parker, as one of 
the partners, shall assign, on behalf of the partner- 
ship, the notes, stocks and other assets to the re- 
spective partners and that this partnership will 
cease to exist as of November 1, 1948. 


7. It is agreed that notice of the dissolution of 
the partnership will be published in the Los Ange- 
les Daily Journal and that a notice of the dissolu- 
tion will be filed with the County Clerk of Los An- 
geles County, California. 

Witness our hands and seals this 30th day of 
November, 1948. 

/s/ ELGIN R. PARKER, 
/s/ FLO PARKER, 
/s/ ELGIN R. PARKER, 
As Guardian of Flo Dian Parker, Patricia Lee 
Parker, Rowland Tibbetts Parker and Arthur 
Elgin Parker. 
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Southern Heater Company 
Statement of Assets and Liabilities 
As at October 31, 1948 


Assets 
ae) i Da 1,328.88 
Notes Receivable from Mr. and Mrs. 
wien 214.730.48 
Accounts Receivable—Sundry_ ................ 256.21 
Investments in Stocks (At Cost) : 
Southern Heater Corporation .......... 340,222.76 
Parker Realty Corporation .............. 58,000.00 
| American Control Corporation. ........ 52,000.00 
2 Radiantair Control Corporation ...... 15,000.00 
SOTMESSELS  nxasccceesencneeaceeuccennene 
Liabilities 
ECO MNME MEI AY AD IE—OUNOTY ...--...-csc.cencecnceneccercersenenencnees 
Sorypencnn) (Crue ni ed Une nee ealee ee ee 
Detail of Partners’ Accounts: 
| il, ii. |Pssy <3) (lias 169,179.83 
HOMMMINAIRGET, —......-----n:-acnanecesesannsecscaascasese 169,179.84 
/ Audiniie (2th) 84,589.92 
| feamiera. Lee Parker ..........--.......... 84,589.92 
. Pilomiiameearker .....-.--..---.cc----------..--- 84,589.93 
Rowland T. Parker ...............-.------.....- 84,589.93 


in and for the County of Orange 
No. A-113892 


681,540.33 


. 4,820.96 


676,719.37 


676,719.37 


PLAINTIFFS’ EXHIBIT No. 138 
In the Superior Court of the State of California 


In the Matter of the Guardianship of FLO DIAN 
PARKER, PATRICIA LEE PARKER, 
ROWLAND TIBBETTS PARKER, and 
ARTHUR ELGIN PARKER, Minors. 
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APPLICATION FOR INSTRUCTION ON 
INVESTMENT OF FUNDS OF WARDS 


To the Superior Court of the State of California 
in and for the County of Orange: 


Petitioner, Elgin R. Parker, represents as fol- 
lows: 


That he filed a petition for appointment of guar- 
dian of his minor children, Flo Dian Parker, Patri- 
cia Lee Parker, Rowland Tibbetts Parker, and Ar- 
thur Elgin Parker, in the above entitled Court, and 
that on the thirty-first day of December, 1943, the 
Honorable Court made an order appointing him 
guardian upon his giving a bond to said minors, 
and each of them, if given by a surety company au- 
thorized to furnish such bond, in the sum of 
Twenty-three Thousand Dollars ($23,000), and tak- 
ing the oath required by law; 

That your petitioner has taken up with several 
surety companies the matter of procuring said 
bonds. 

The only condition upon which any surety com- 
pany will write these bonds is that the Court make 
an order under Section 1557 of the Probate Code, 
instructing the guardian to enter into the partner- 
ship agreement with other owners of interests in 
the business known as Southern Heater Company, 
and instructing the guardian to keep the property 
of the wards invested in the partnership interests 
of said Southern Heater Company, with authority 
in the guardian, as partner, to retain in the partner- | 
ship some of the profits of the business. 
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As a matter of background, it may be explained 
that your petitioner, Elgin R. Parker, and his wife, 
Flo Parker, were, prior to October 31, 1943, equal 
eopartners and owners of the business of manufac- 


turing heaters, with a business address at 183 East 


— NN ———aEEeEeEeeEeEeEeEeEeEeEeEeEeEeEEeeeEeEeEeEeEE eee 


Palmer Street, Compton, California. 

On October 31, 19438, affiant gave to each of his 
four children a 614 pcr cent interest in and to the 
assets of said partnership and in said partnership 
interest, and Flo Parker, the mother of said chil- 
dren, gave to each of said four children a 614 per 
eent interest in and to the assets of said partner- 
ship, and interest in said partnership, with the re- 
sult that your petitioner owns a 25 per cent interest 
in said business, his wife, Flo Parker, owns a 25 
per cent interest in said business, and each of the 
four children own a 1214 per cent interest in said 
business. 

It is now necessary for a new partnership agree- 
ment to be entered into by and between the peti- 
tioner, his wife, and the guardian for the four 
guardianship estates. 

Petitioner has built up said business to the point 
where it earns a substantial profit, and earned a 
substantial profit before the war. A copy of the bal- 
ance shect was attached to the original petition for 
appointment of the guardian. It shows that the 


business is in good financial condition. 


It is to the best interests of the said guardianship 
estates, from the standpoint of participating in the 
earnings of a going business, and from the stand- 
point of income and estate taxes, that the guardian 
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enter into a partnership agreement and continue 
to own an interest in the said partnership of South- 
ern Heater Company. It is expected that the busi- 
ness will continue to prosper, and that the guar- 
dianship estates will enjoy their share of the prof- 
its and that substantial estates will be built up for 
the said wards. It will be prudent for the partner- 
ship to retain some of the profits, in good years, to 
enable the firm to tide over lean years. 

On the other hand, should your petitioner fail to 
secure the instruction he needs, so that he will be 
unable to qualify as guardian, the interest in the 
business which the wards now own would probably 
have to be sold or liquidated. Your petitioner and 
his wife are probably the only persons who would 
want to buy an interest in this closely held busi- 
ness, and your petitioner is not in a financial posi- 
tion to do so. The result would be that the business 
would probably have to be liquidated and the prop- 
erties of the wards invested in low interest-bearing 
securities, and your petitioner would have his busi- 
ness terminated. Under said circumstances the in- 
come from the wards’ estates, and perhaps the cap- 
ital of the wards’ estates, might have to be used for 
their support, with the end that the guardianship 
estates would surely be reduced and perhaps en- 
tirely used up. 

Consequently, your petitioner can confidently say 
that it is to the best interests of the guardianship 
estates that the original plans be carried forward, 
and that the Court order and instruct your peti- 
tioner to retain the interest in the partnership and 


————— a 
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enter into a new partnership agreement, in a form 
to be approved by the Court, which agreement will 
authorize the partnership to retain some of the 
profits. 

Wherefore, petitioner prays for a hearing on the 
petition and that the Court make an order author- 
izing and instructing your petitioner to enter into 
a partnership agreement with your petitioner, Flo 
Parker, and the guardian for the four guardian- 
ship estates; the business to be known as the South- 
ern Heater Company; which said business also uses 
various other names, such as Merit Heater Com- 
pany, United States Heater Company, Crown 
Heater Company, Southern Galvanizing Company, 
and Bessemer Engineering Company, said partner- 
ship agreement to authorize the partnership to re- 
tain profits in the business, at the discretion of the 
partners, and instructing your petitioner to con- 
tinue to hold the interests in said partnership busi- 
ness and assets; and for further orders as may be 
proper in the premises. 

In view of the fact that your petitioner is the 
guardian, it is requested that the Court order that 
notice be dispensed with. 


Dated February 3, 1944. 


ELGIN R. PARKER, 
Petitioner 
MELVIN D. WILSON, 
Attorney for Petitioner 
Duly Verified. 


[Endorsed]: Filed Feb. 7, 1944. 
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[Title of Superior Court and Cause. ] 


APPLICATION FOR AUTHORITY 
TO COMPROMISE CLAIMS 


To the Superior Court of the State of California 
in and for the County of Orange: 


Petitioner, Elgin R. Parker, represents as fol- 
lows: 


That he is the duly appointed and acting guar- 
dian of the estates of Flo Dian Parker, Patricia 
Lee Parker, Rowland Tibbetts Parker and Arthur 
Elgin Parker, minors, having been appointed on 
the 3lst day of December, 1943, and having posted 
the proper surety bond required by the order of the 
Court. 


Each guardianship estate consists of a 1216% 
interest in and to the business and assets of a part- 
nership known as Southern Heater Company and 
Series ‘‘E’’ United States Government Bonds in 
the face value of $3,750.00. As of October 31, 1945, 
the interest of each guardianship estate in the capi- 
tal of the partnership amounted to $54,417.94 book 
value. The partnership assets consist of all of the 
stock of Southern Heater Corporation, a California 
corporation, and all of the stock of American Con- 
trol Corporation, a California corporation, real es- 
tate, bank accounts and minor miscellaneous assets. 

As of October 31, 1948, your petitioner and his 
wife, Flo Parker, were equal partners owning the 
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business known as Southern Heater Company. On 
that date each of them gave to each of their four 
children named herein a 614% interest in and to 
the assets and business of said Southern Heater 
Company, a co-partnership. After the gift, with the 
approval of this Court, the guardian entered into a 
partnership agreement wherein the four children 
and their parents became partners under the firm 
name of Southern Heater Company. At the time of 
the gift and of the creation of the partnership it 
was expected and anticipated that each of the part- 
ners, including the four minors, would be taxable 
upon their shares of the partnership income. Each 
of the six persons filed Federal and State income 
tax returns and paid the tax shown on their income 
from the partnership. 

The Commissioner of Internal Revenue through 
the Internal Revenue Agent in Charge at Los An- 
eeles, California, has made an examination of the 
income tax returns of the partnership and of the 
six partners for the period ending October 31, 1944, 
and has rendered a report under date of July 15, 
1946. } 

The Commissioner of Internal Revenue has taken 
the position that the children’s interest in the part- 
nership will not be recognized for income tax pur- 
poses and that all the income of the partnership 
will be taxed to their parents. The Commissioner 
has proposed additional Federal income taxes for 
the year ended October 31, 1944, as follows: 

Sl timlearkem..... 05.0... 00004 $55,589.70 
ICC Seu we ee 50,062.19 
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The Commissioner has offered to refund to each 
guardianship estate the taxes paid by it for the 
year 1944 in the amount of $13,986.09 each. 

It will be seen that the inclusion in the parents’ 
return of the children’s share of the partnership 
income results in a greater additional tax than the 
refunds offered to the children. This is due to the 
fact that the income tax rates increase as the 
amount of income increases. 

The Commissioner bases his contention upon de- 
cisions of the Supreme Court of the United States 
in A. L. Lusthaus vs. Commissioner, 66 Sup. Ct. 
539, and Frances EK. Tower vs. Commissioner, 66 
Sup. Ct. 532, both decided February 25, 1946, 
wherein the income of so-called family partnerships 
was taxed to the husbands who had built up the 
business. Since the decisions of the Supreme Court, 
the Tax Court of the United States and other Fed- 
eral Courts have followed the Supreme Court cases 
in facts more nearly paralleling those in the cases 
involved in the instant case. 

It will be seen with respect to the partners of 
Southern Heater Company that if the adult part- 
ners are required to pay the tax on all of the in- 
eome of the partnership they will have to draw 
their portions of the income and capital out of the 
business with the result that in the long run the 
children will own the business and the parents will 
have nothing. If this was carried to its logical con- 
clusion the parents would, of course, be completely 
without assets with which to pay the income tax 
and the children would own the entire business. 
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This was not the intention of the parents in mak- 
ing gifts to the children. It was intended that each 
would pay the tax on his or her share of the income. 

It seems entirely probable that the claims of the 
Commissioner of Internal Revenue in this case will 
be sustained by the Tax Court and the other Courts 
of the United States and by the State tax authori- 
ties. Your petitioner and his wife will probably file 
protests and endeavor to effect some settlement and 
saving of tax but it appears that this 1s an under- 
taking with very little prospect of suecess. 

Your petitioner, as an individual, and his wife, 
Flo Parker, as the donors of interest to the chil- 
dren, believe and claim that if they are required to 
pay income tax on the whole of the income of the 
partnership of Southern Heater Company that the 


guardianship estates herein involved should trans- 


fer to your petitioner and his wife sufficient 
amounts of money, properties or credits to enable 
the petitioner and his wife to pay the additional 
taxes involved. In other words, the guardianship 
estates should turn over to the petitioner and his 
wife for the year 1944 an amount equal to the net 
additional tax demanded by the Commissioner of 
$111,151.89. The guardianship estates should turn 
over to the parents, the claimants herein, amounts 
equal to the refunds which the guardianship estates 
may receive from the Collector of Internal Revenue 
ageregating $55,944.36 and additional money, prop- 
erties or credits in an amount of $55,207.53. This 
could be done by transferring a credit of $111,- 
151.89 from the capital accounts of the guardian- 
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ship estates on the partnership books of Southern | 
Heater Company to your petitioner and Flo Par- — 
ker in the amounts of $55,075.94 each, for a total 
of $111,151.89. 

The petitioner and his wife, Flo Parker, believe 
that such an adjustment is required by the circum- 
stances of the case, by their intention in making the 
original gifts, by the impossibility of going on with 
the situation if such adjustment is not made, and 
by the equities of the case. | 

If approval of the compromise herein requested — 
is not granted it is obvious that it will not be long © 
before the Commissioner of Internal Revenue will — 
be filing claims against the guardianship estates for 
the income taxes due from the parents on the total — 
income of the partnership. In such case the Com- 
missioner would probably distrain upon the part- 
nership assets and disrupt, if not ruin, the business. 

It is believed, therefore, that it is for the best 
interests of the guardianship estates and for the 
advantage of the wards that this adjustment be 
made and that this compromise be approved. 

Wherefore, your petitioner prays that the Court 
hear this matter and authorize the guardian on he- 
half of the guardianship estates to turn over to 
Elgin R. Parker and Flo Parker out of the guar- 
dianship estates interests in the capital of Southern 
Heater Company in the amount of $55,075.94 for 
the benefit of Elgin R. Parker and the amount of 
$55,075.94 for the benefit of Flo Parker on account 
of 1944 Federal income taxes. 

It is further prayed that the Court hear this mat- 
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ter and authorize the guardian on behalf of the 
guardianship estates to turn over to Elgin R. Par- 
ker and Flo Parker out of the guardianship estates 


interests in the capital of Southern Heater Com- 


pany for the benefit of Elgin R. Parker and for the 
benefit of Flo Parker on account of 1944 State in- 
come taxes, when the State returns have been au- 
dited and the additional State income taxes due 
from petitioner and his wife, Flo Parker, have been 
determined, and for further orders as may be 
proper in the premises. 

In view of the fact that your petitioner is the 
guardian of the respective guardianship estates, it 
is requested that the Court order that notice be dis- 
pensed with. 


Dated August 17, 1946. 
/s/ ELGIN R. PARKER 
Petitioner. 
/s/ MELVIN D. WILSON, 
Attorney for Petitioner. 
Duly Verified. 


[Endorsed]: Filed Aug. 27, 1946. 


PLAINTIFFS’ EXHIBIT No. 28 
[Title of Superior Court and Cause. ] 


APPLICATION FOR AUTHORITY 
TO COMPROMISE CLAIMS 


To the Superior Court of the State of California 
in and for the County of Orange: 
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Petitioner, Elgin R. Parker, represents as fol- 
lows: 
With respect to the application for authority to 


compromise claims for the year ended October 31, © 
1944, heretofore filed by your petitioner in August — 


of 1946, the Court 1s advised that Elgin R. Parker 
and Flo Parker have decided to pay the additional 
income taxes proposed by the Commissioner of 
Internal Revenue for the year 1944, to file claims 
for refund and to prosecute the same in the Federal 
District Court in Los Angeles. 

The Commissioner of Internal Revenue has pro- 
posed additional Federal income taxes for the year 
ended October 31, 1944, against the parties as fol- 
lows: 

Hlow R. Patker. cc... $55,589.70 
Flo Pamlegttse:. .. eee 55,062.19 

The Commissioner has offered to refund to each 
guardianship estate the taxes paid by it for the year 
1944 in the amount of $13,986.09 each. 

Elgin R. Parker and Flo Parker would like to 
pay said additional taxes in part by cash and in 
part by offsetting the refunds due to the guardian- 
ship estates against the additional taxes due from 
the parents. This procedure is satisfactory with the 
Commissioner of Internal Revenue but your peti- 
tioner would like approval of the Court therefor. 

Your petitioner prays approval of the following 
steps and procedures: 

1. That he as guardian be authorized by this 
Court to sign an offset statement with Elgin R. 
Parker and Flo Parker and the Commissioner of 
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Internal Revenue whereby the refunds due to the 
guardianship estates for the year 1944 may he cred- 
ited against the additional taxes claimed by the 
Commissioner of Internal Revenue to be due from 
Elgin R. Parker and Flo Parker for the year 1944. 

2. That in the event Elgin R. Parker and Flo 
Parker eventually lose their litigation with the 
Commissioner of Internal Revenue with respect to 
the incidence of the tax on the income of this part- 
nership that Elgin R. Parker and Flo Parker he 
permitted to keep and retain said refunds in at 
least part settlement of their claims against the 
guardianship estate on account of income taxes. 

3. In the event that Elgin R. Parker and Flo 
Parker eventually win their htigation with the 
Commissioner of Internal Revenue with respect to 
the incidence of tax on the income of this partner- 
ship for the year 1944 that Elgin R. Parker and 
Flo Parker pay to these guardianship estates the 
said refunds of $13,986.09 each, plus any interest 
benefits that have been obtained by said Elgin Rh. 
Parker and Flo Parker and that this procedure be 
in complete settlement of said claims by said Elgin 
R. Parker and Flo Parker against said guardian- 
ship. 

4. That in the event Elgin R. Parker and Flo 
Parker eventually lose their litigation with the 
Commissioner of Internal Revenue respecting in- 
come tax on the income of this partnership for the 
year 1944 that the matter of the claims by Elgin R. 
Parker and Flo Parker against these guardianship 
estates on account of income taxes for that year be 
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further considered and, if necessary, adjudicated. 
dD. That arrangements similar to the above be 


made with respect to California income taxes in the | 
event that the Franchise Tax Commissioner of the © 


State of California makes determinations similar 
to those made by the Commissioner of Internal 
Revenue for the year 1944. 


Dated April 7, 1947. 


/s/ ELGIN R. PARKER, 
Petitioner. 
/s/ MELVIN D. WILSON, 
Attorney for Petitioner. 
Duly Verified. 


[Endorsed]: Filed April 11, 1947. 


PLAINTIFFS’ EXHIBIT No. 31 
[Title of Superior Court and Cause. ] 


ORDER FOR AUTHORITY TO COMPROMISE 
CLAIMS 


The petition of Elgin R. Parker, as guardian of 
the estates of Flo Dian Parker, Patricia Lee Par- 
ker, Rowland Tibbetts Parker and Arthur Elgin 
Parker, minors, for authority to compromise claims 
against the guardian coming on regularly to be 
heard this 25th day of April, 1947, and the Court, 
after examining the petition and hearing the evi- 
dence, finds that notice of the time and place of 
said hearing has been duly given as required by 
law and that no persons appearing to except to or 
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contest said petition, and finds that all the allega- 
tions of said petition are true and that the condi- 
tional or tentative compromise of claims prayed for 
in said petition is equitable and proper and correct, 

It is, therefore, ordered by the Court that the 
guardian of each of said guardianship estates is 
hereby authorized as follows: 

1. That he as guardian is hereby authorized by 
this Court to sign an offset statement with Elgin 
R. Parker and Flo Parker and the Commissioner 
of Internal Revenue whereby the refunds dune to 
the guardianship estates for the year 1944 may he 
credited against the additional taxes claimed by the 
Commissioner of Internal Revenue to be due from 
Elgin R. Parker and Flo Parker for the year 1944. 

2. That in the event Elgin R. Parker and Flo 
Parker eventually lose their litigation with the 
Commissioner of Internal Revenue with respect to 
the incidence of the tax on the income of this part- 
nership that Elgin R. Parker and Flo Parker be 
permitted to keep and retain said refunds in at 
least part settlement of their claims against the 
guardianship estate on account of income taxes, 
and that the claims of Elgin R. Parker and Flo 
Parker be further considered, and if necessary, ad- 
_ judicated. 

3. In the event that Elgin R. Parker and Flo 
Parker eventually win their litigation with the 
Commissioner of Internal Revenue with respect to 
the incidence of tax on the income of this partner- 
ship for the year 1944 that Elgin R. Parker and 
Flo Parker pay to these guardianship estates the 
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said refunds of $13,986.09 each, plus any interest 
benefits that have been obtained by said Elgin R. 
Parker and Flo Parker and that this procedure be 
in complete settlement of said claims by said Elgin 
R. Parker and Flo Parker against said guardian- 
ship. 

4. That arrangements similar to the above be 
made with respect to California income taxes in 
the event that the Franchise Tax Commissioner of 
the State of California makes determinations simi- 
lar to those made by the Commissioner of Internal 
Revenue for the year 1944. 


Dated: 4/25/47. 
/s/ R. THOMPSON 
Judge of the Superior Court 


[Endorsed]: Filed April 25, 1947. 


PLAINTIFFS’ EXHIBIT No. 34 
[Title of Superior Court and Cause. | 


ORDER SETTLING FOURTH ANNUAL AC- 
COUNT OF GUARDIAN AND ORDER FOR 
PAYMENT OF ATTORNEYS’ FEES AND 
ORDER FOR AUTHORITY TO COMPRO- 
MISE CLAIMS AND ORDER INSTRUCT- 
ING GUARDIAN ON INVESTMENT OF 
FUNDS OF WARDS 


Comes now Elgin R. Parker, guardian of the 
guardianship estates of Flo Dian Parker, Patricia 
Lee Parker, Rowland Tibbetts Parker and Arthur 
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Elgin Parker, minors, by Melvin D. Wilson, At- 
torney, and presents to the Court for settlement 
his Fourth Annual Account showing charges in 
favor of each of said guardianship estates amount- 
ing to $89,078.02 and claiming eredits amounting 
to $1,084.50, leaving a balance of $87,993.52 in his 
hands belonging to each of said guardianship 
estates, subject to unsettled claims of Elgin R. 
Parker and Flo Parker for adjustment on account 
of federal and state income taxes for the years 1944, 
1945 and 1946; that he now proves to the satisfac- 
tion of the Court that said account was filed on or 
about the .... day of July, 1948; that the Clerk 
thereupon appointed the 30th day of July, 1948, as 
the time for the settlement thereof; that notice of 
the time and place of said settlement has been duly 
given as required by law and that no person ap- 

pearing to except to or contest said account, the 
Court, after hearing evidence, finds said account 
correct and that the attorney’s fees set forth in the 
accompanying report are justly due and payable out 
of said estate. 

It Is Therefore Ordered, Adjudged and Decreed 
by the Court that said account be in all respects 
approved, allowed and scttled and that Elgin R. 
Parker forthwith, out of the moneys in his hands 
belonging to said estates, pay to Melvin D. Wilson, 
Esq., the amount of $400.00. 

It Is Also Ordered, Adjudged and Decreed by 
the Court that the action of the guardian of each 
of said guardianship estates in retaining in the 
partnership of Southern Heater Company the earn- 
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ings thereof for the seventeen months period ended 
March 31, 1948, excepting the withdrawals for per- 
sonal use and current federal and state income taxes 
in the amount of $1,084.50 for each estate, be hereby 
approved, allowed and settled. 


The petition of Elgin R. Parker, as guardian of 
the above named estates, for authority to compro- 
mise claims against the guardian and the applica- 
tion for instruction on investment of funds of 
wards, coming on regularly to be heard this 30th 
day of July, 1948, and the Court, after examining 
the petition and hearing the evidence, finds that 
notice of the time and place of such hearing has 
been duly given as required by law and that no 
person appearing to except to or contest said peti- 
tion, finds that all of the allegations of said peti- 
tion are true and that the conditional or tentative 
compromise of claims prayed for in said petition 
is equitable and proper and correct. 


It Is Therefore Ordered by the Court that the 
guardian of each of said guardianship estates is 
hereby authorized as follows: 


1. That he as guardian is authorized by this 
Court to sign an offset statement with Elgin R. 
Parker and Flo Parker and the Commissioner of 
Internal Revenue where the refunds due to the 
guardianship estates for the years 1945 and 1946 
may be credited against the additional taxes claimed 
by the Commissioner of Internal Revenue to be due 
from Elgin R. Parker and Flo Parker for the 
years 1945 and 1946. 
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2. That in the event Elgin R. Parker and Flo 
Parker eventually lose their litigation with the 
Commissioner of Internal Revenue with respect to 
the incidence of the tax on the income of this part- 
nership that Elgin R. Parker and Flo Parker are 
permitted to keep and retain said refunds in at 
least part settlement of their claims against the 
guardianship estates on account of income taxes. 


3. In the event that Elgin R. Parker and Flo 
Parker eventually win their litigation with the 
Commissioner of Internal Revenue with respect to 
the incidence of tax on the income of this partner- 
ship for the years 1945 and 1946 that Elgin R. 
Parker and Flo Parker pay to these guardianship 
estates the said refunds, plus any interest benefits 
that have been obtained by said Elgin R. Parker 
and Flo Parker thereon and that this procedure is 
in complete settlement of said claims by said Elgin 
R. Parker and Flo Parker against said guardian- 
ships. 


4. That in the event Elgin R. Parker and Flo 
Parker eventually Jose their litigation with the 


|Commissioner of Internal Revenue respecting in- 


come tax on the income of this partnership for 
the years 1945 and 1946 that the matter of the 
claims by Elgin R. Parker and Flo Parker against 
these guardianship estates on account of income 
taxes for those years be further considered and, if 
necessary, adjudicated. 


5. That arrangements similar to the above be 
made with respect to California income taxes in the 
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event that the Franchise Tax Commissioner of the 
State of California makes determinations similar 
to those made by the Commissioner of Internal 
Revenue for the years 1945 and 1946. 


The Court Further Orders that Elgin R. Parker, 
as guardian of the above entitled guardianship 
estates, be hereby authorized and instructed to par- 
ticipate in taking the following steps: 


1. To cause the formation of a corporation to be 
known as The Parker Corporation, or a similar 
name, with an authorized capital of $100,000.00 
consisting of 1,000 shares of eapital stock, each of 
a par value of $100.00; to transfer to said corpora- 
tion from the assets of Southern Heater Company 
(a partnership) real property of a book value of 
approximately $57,479.04 and cash in the amount 
of $886.36, consideration for the issuance by said 
corporation to the partnership of stock of the par 
value of $58,000.00, to be the then only outstanding 
stock of said corporation. 


2. The partnership known as Southern Heater 
Company may continue in operation owning cash, 
stocks and other assets. 


3. The above transfer to be made conditional 
upon obtaining approval of the surety and the perti- 
nent state and federal authorities. 

Dated: This 30th day of July, 1948. 
/s/ ROBERT GARDNER, 
Judge of the Superior Court. 


[Endorsed]: Filed July 30, 1948. 
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PLAINTIIFIYS’ EXHIBIT No. 39 


[Title of Superior Court and Cause. ] 


SIXTH ANNUAL ACCOUNT OF GUARDIAN, 
FINAL ACCOUNT, REPORT AND PETTI- 
TION FOR DISTRIBUTION OF THE 
GUARDIANSHIP OF FLO DIAN PARKER, 
weeerexsTEON FOR AUTHORITY TO 
COMPROMISE CLAIMS, AND PETITION 
FOR ALLOWANCE OF ATTORNEY’S 
FEES 


To the Superior Court of the State of Cahfornia, 
in and for the County of Orange: 


Elgin R. Parker, as guardian of the estates of 
Flo Dian Parker, Patricia Lee Parker, Rowland 
Tibbetts Parker and Arthur Elgin Parker, minors, 
renders to the Court his Sixth Account Current and 
report of his administration of said guardianship 
estates up to and including the 31st day of July, 
1950, as follows: 

Letters of Guardianship were duly issued to him 
on the 14th day of February, 1944. 

An inventory and appraisement of said guardian- 
ship estates was returned and filed on or about the 
26th day of April, 1945, showing the value of said 
estates to be $24,745.98 each. 

On the Ist day of March, 1944, an Order for 
Instruction to sign a partnership agreement was 
entered and immediately thereafter the articles of 
co-partnership were signed as of November 1, 1943. 
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A form of articles of co-partnership was presented 
to and approved by the Court. 


Four claims have been presented against the guar- 
dianship estates and have not been settled, except 
on a tentative basis. 


Sixth Annual Account | 


‘Said guardian is chargeable for each guardian 
estate as follows: 


Balance chargeable from Fifth Account $88,339.92 
Income for the period November 1, 1948, 
to July 31, 1950, as per Exhibit A 6,061.62 


Total Charges $94,401.54 
Said guardian is entitled to credits as follows: 
Disbursements as per Exhibit A $ 4,344.76 
Balance chargeable to next account 90,056.78 


The balance consists of the items shown on Ex- 
hibit B which total $90,056.78. 


Your petitioner has been required to employ Mel- 
vin D. Wilson, Esquire, to prepare the Sixth Ac- 
count and the Final Account, Report and Petition 
for Distribution for Flo Dian Parker and the Peti- 
tion for Authority to Compromise Claims and your 
petitioner also employed the said Melvin D. Wilson 
to prepare the Application for Instruction on In- 
vestment of Funds of Flo Dian Parker, ward, and 
said attorney attended Court at Santa Ana, Cali- 
fornia, on two oceasions in connection with the 
above matter. Your guardian has agreed, subject 
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to the approval of the Court, to pay said attorney, 


| the sum of One Hundred Dollars ($100.00) for cach 
of the guardianship accounts other than for Flo 


Dian Parker and to pay said attorney the sum of 
Three Hundred Dollars ($300.00) for the guardian- 
ship account of Flo Dian Parker. Your petitioner 


| believes that these sums are reasonable for said 


services. It is assumed that the attorney will not 
have to travel to Santa Ana in connection with this 


| petition. 


Final Account, Report and Petition for Distribu- 


tion and Discharge of Guardian with respect 
to the Guardianship of Flo Dian Parker. 


Flo Dian Parker was born August 1, 1929. She 
became twenty-one (21) years of age on August 1, 
1950. She is married and her name is now Dian P. 
McDaniel and she is the mother of one child. 


Periodical reports of this account have been filed 
with and approved by the Court, the final account 
ending July 31, 1950, being included herewith. 


The balance in the account for Flo Dian Parker 
McDaniel is $90,028.38 as shown above. Said bal- 
ance consists of the items shown in Exhibit B at- 
tached hereto. 


Except for the payment of attorney’s fees herein 
requested ($300.00 to Melvin D. Wilson, Esquire) 
and except for the settlement of the claims on ac- 
count of income taxes (said claims having been filed 
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by Elgin R. Parker and Flo Parker), all other” 
claims have been paid, and this guardianship is now | 
in condition to be finally settled and distributed. 


If the Court approves of the settlement of the 
claims filed by Elgin R. Parker and Flo Parker and 
aggregating $38,563.25, and approves the payment 
of attorney's fees requested, the petitioner pro- 
poses to distribute to Flo Dian Parker McDaniel 
assets costing $51,165.35, and to hold in the reserve 
for the compromise of said claims and the payment 
of $300.00 attorney's fees, assets costing $38,863.25, 
all as shown on Exhibit B. 


Application For Authority to Compromise Claims 


On July 30, 1948, this Court made an Order Set- 
tling Fourth Annual Account of Guardian and 
Order for Payment of Attorney’s Fees and Order 
for Authority to Compromise Claims, ete. 


The claims involved were claims by Elgin R. Par- 
ker and Flo Parker against each of the guardian- 
ship estates for adjustment on account of Federal 
and State income taxes and interest, which the par- 
ents have been compelled to pay by reason of the 
tax authorities refusing to treat the four wards as 
members of the partnership of Southern Heater 
Company. but instead taxed all of the income of 
said partnership to Elgin R. Parker and Flo Parker 
and greatly increased their income taxes thereby 
and ther greatly increased the income taxes of the 
family by reason of such action. 
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In the order dated July 30, 1948, the Court 
authorized the guardian to use the refunds of State 
and Federal income taxes and interest payable to 
the children to assist the parents in paying their 
State and Federal income taxes and interest. The 
order further provided that if the parents eventu- 
ally lost their income tax litigation, they would 
keep the refunds payable to the children and have 
permission to apply for further allowances. The 
order provided that if the parents were ultimately 
successful in their income tax litigation, they would 
return the refunds to the children, with any interest 
benefits received. 


In view of the fact that Flo Dian Parker McDan- 
—iel has now attained her majority and is entitled to 
a distribution of her guardianship assets, it seems 
necessary to arrive at a more definite determination 
of the claims of Elgin R. Parker and Flo Parker. 


The matter of the incidence of income tax on the 
income of the partnership known as Southern 
Heater Company is now pending before the United 
States Circuit Court of Appeals for the Ninth Cir- 
cuit in appeals filed by Elgin R. Parker and Flo 
Parker from adverse verdicts and judgments in 
the United States District Court. It will be some 
months before said appeals are finally settled. 


The additional State and Federal income tax and 
interest collected from Elgin R. Parker and Flo 
Parker, after giving effect to the refunds given to 
the four children involved in this proceeding for 
the period November 1, 19438, to the dissolution of 
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the partnership on October 31, 1948, was $223,913.92 
as shown by the Schedule of Income Tax Computa- 
tions attached hereto. 


If this additional tax and interest were to be 
prorated among the six partners in accordance with 
their interest in the partnership income, said addi- 
tional burden would be distributed as follows: 

Elgin R Parker and Flo Parker §$ 69,805.64 

The children, excepting Flo Dian 


Parker McDaniel $115,545.03 
Flo Dian Parker McDaniel 38,063.25 
Total $223,913.92 


It would seem equitable to distribute the addi- 
tional income tax burden on the family in accord- 
ance with the distribution of the partnership income 
and your petitioner asks approval of the claims 
on that basis. 


If the Court grants approval of said compromise, 
the $38,563.25 prorated to Flo Dian Parker McDan- 
iel will be retained in the guardianship estate until 
the outcome of the Federal income tax litigation. 
If the litigants are successful, Flo Dian Parker 
MeDaniel will receive another $38,563.25, plus addi- 
tional interest. If the litigants are unsuccessful in 
their income tax litigation, Flo Dian Parker Mc- 
Daniel will receive no further amounts from this 
guardianship estate. 


Substantially the same result will apply to the 
other children when their guardianship assets are 
eventually distributed to them. 
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Wherefore, your petitioner prays approval of the 
compromise of the income tax claims of Elgin R. 
Parker and Flo Parker for the period November 1, 
1943, to October 31, 1948, as set out above, and prays 
approval of the Sixth Annual Account as set out 
above, and prays approval of the Final Account 
and Report and Petition for Distribution of the 
Flo Dian Parker McDaniel guardianship, and prays 
approval of the authority to pay the attorney’s fees 
in the amounts set out above. 


Dated: Sept. 1, 1950. 


ELGIN R. PARKER 
Petitioner 
/3s/ MELVIN D. WILSON 
Attorney for Petitioner 


Duly Verified. 
[Endorsed]: Filed Sept. 6, 1950. 


BL Ide TS 


TO" Ste "ce 


TO°STs "es 


oc°cot 


61° 990 06 


QL rec'y 
L9°9L 


co°rs 


L8°6S 
ge°ce 


00°0CcE ‘Tt 
vB" ect 
93"6e 
co* 008 


S2°TLe°T 


gs° Tor ‘be 
9" T9¢ £9 
TEES 
L9°T 
00°Sz9‘T 
00" Ss2¢ °» 
zoe 

as'ce 


c6°ece ce 


Jeying "1 
puertaoy 


et sol ts 


Gz"coe ES 


$2°Co9 “6c 


oo°co¢e 


a 
€r EEC 06 


ocress’s 
e9°ou 


9t°cs 


98°62 
SB°se 


OC" 008°T 
@O= 
oa°e 
00°006 


ges 
SS°TLe ST 


GE" LECT 96 
ro 
LB°T 

00" see ‘Tt 

00° ais *> 

39° 

Te*cs 


66rd ‘ee 


JOHICH 
UBty OTA 


OE i 


pescv ts \ 


LL°THO TS 


TO*ste*te To sts es 


TOSte*Fe TCSts "ee 


OC *COT 00°COT 
i 

° " e OL° bre’? 
89°9L L9°OL 
ees ce'oy 
98°as LE°6s 
93°6e sear 
Co*o0s*T = C0" 008 ‘T 
9e°szt PB°6CT 
sa°6e ge°se 
00° 008 00° Coe 
OS°TZE*T «= GB" TLE°T 
SB°TCR* PG 8 FS° TCE 86 
5° 190'9 £2°190%9 
Qs*ea Tete 
L9°T 29°T 
oo°sea*t oc" szotTt 
CO*szc’® §CO*SLE SY 
aoe aor 
Bs"ce serce 
Te°ese"ee zecece ‘ee 


ASALUS SH] AOKI T 


BVTOysqet 


"OS6T 
SIRI 


°F anuguy 


te 


TeAy [Sip tS 


UTYHVA BORE 


Tar 02 £FET 


— 
vO°ssD "ace sourteC 


GE CCL OST Batpesy 
TeucTayppy so Teqoy 
88° G0l bST queuqenfoe 
X¥Q M.CLULG FO JOxYUTe 
OTd Pur SONI 8H UGLTC 
FO BWERTD Jo euy.cuduoa 
0C°OCD Twaes’e Yancy 04 
g0efqne ‘sony o,feusoqzy 
tpeqeenbes e.jp so seuquny 


—> 5 
ec’ set "coc souPT EE 
Oy oey Sey Bqypes., 1eICEY 
0°90 Que ccungsyp 
PUB BOG! [¥-671-0G-£ THS 
g9°CeT £SCTe xez 


SCOUT BTUICTTT8S-O9-ET HS 
OT°LTIT sereq di eqe [Rope -CoHf ToS 
00'LSE 6P6T mmny oud 
pucg UBOUBNL OSHC T=S 
C0°00R*+ XBr MWOOUT EVET 9EIBU: 
eTaey JO WLENLEg-OG-tT-S 


ve°esp XBL eucouy epaT JO 
BouvTeq Jo quew/es-CS-ig-¢ 
oo°’Ls¢ swnjwedd p09, 


uvypuen so queulnseQS-T-Z 
co’oce’e = Wy ewoOUT ERET pers 
T9707 So yeukleseCcegteT 


ST°es WETT OTH OF 1,685 -6b=c-Gg 
oO*seH fz euotTaePINeyT e7eTd 

—w0Od CGTSTS Pioes *OCS*eL* 
A Qe0o "942 fuyequeype: so 


*sus CCS’L JO BenUbEETI Cm 


TeTaswd uo S80] -E PTL H-c1 
SITpedy 


SLURS SLLe ST BIO] 

tr 00 fa @wooul; [TvqeL 
CB WT AUST T.Iwy UOgchbor s.uy 
wABE LO 4GOLEQLI = Gh-CE-9 


ea’ MUCE Tah WOW. OD SLUT 
“AWS UO 2EBLEULI 6b Teo 

oc *oos ‘9 UOTIwsOcdOS Tr dtuoy 
UBOZPLOLY PLOOTATT=6b-( S-cT 

OO°OCS "LT UOFPBLOCTOS 109A 
WFOUING{, PUBPTA} T-Eb<( C-ST 

en's RUBY T.38_ uogdroy 
BLUZABVS UO YHOINALT <EpelE-B 

LO*°B3T puns es 
XWQ WRIOTOA PBeBP-Z-G 

@woouy 
eg°esctse ever “Te seq0qar 


© BquNoCDOY UT BsoUrTS7 


[e103 


7] 10q- GACH 
te gt ar lV 


Ve 


__ 


Gn ocotce CE EEO Ce To CEO OS GL OGCTCE RO POT OOS 
L°9G0"CE = CETEBOTCE LE°OZO OE EGL°9GC"CE BK’ ZOT OOS 


(reco 


( gz°ee) 
-0- 
~ OC°OSL*S 
oc°’csz*L 
00°00S "9 
go°Lec‘sp 


Te°t9s "98 
o9°6 


ge°see‘s 


aenrws °z 
parTtecy 


Gr 08000 T¥W40] puis 


oa°soe ‘ee ; @aresey UL PTS’ TeIOL 
(@9°209) @ountr” 3pped> , esewo gen; 
(eu*ar) UOT{wWodIcD JeqwRon UsTeUNOE= eTQBfey sLVOT 
00°OGL *¢ Bpug;? ,”y FOTIaE 
oo°cse*. fuvdvos £318 sexawd Jo eeue oZL 

Te tse ‘95 (69+ES=C T= BF) 
AOMIVT CTY PUB FOHIHT "HK “Ve BTQrA]COeL e840) 

ye°s uoyaracdson 
MOVE UTBUgNOG Jo senroTdytT= e1[QvA,e09}; B{UNODDY 

LT°90L'°T (9005 #,fousor38 OL°OGER Jo auewfed os0Ojeq) 


AUST T,3Vy WOL4d One LET UT Yew 


*O0*CUg JO weed 
@seurcaay DUB (Ga°Ces*Est) PWTETS Jo erqunsdion Toy ercore). UT PTO! 


ST°SOT "Ist @'F4 OFUI BB LOTINATAIE,I Teacy, 
e.°sts i] 

COCTE *T 801 a90N9¢ IsQner 
co°Gss ‘9 UOTZwrEdICH ToIguopP uBOTZeKY *eUS ¢9 
ceeszec’ep WOZIBIOC ICH s09ugt: usgouynes *eUZ CEE 


[eyvejlo "gy cet? Oty OF UOTINayTs406774 


*CHEL "Ie 21a 


puny dyusuvjpseng [#307 
(Ze°zoo (zo°eceD ( Bb-ace (ects se (peatosstq- 
y) fuvdmoey seqvey usevanses 


ors FOA0 poyse) 
OOUvTBG ATpeds #,soWOgIEND 


(este (geese (geese) § ( 00°L Ee) Uo T3Bdtodacy Jo4weE 
azreuznese eTquieg uvey 
os*’ete*tT 3 <C- -¢- OS OTH ST 407 2eor9S JEqqes 
CO°OEL*E CO°OEL'E CC*CELTS CO*CCO‘ST @pucH yoy SPTIES 

OC°CES*L CO°CSSSL CO°CGRTL CO*°0OC ER (360) 3¥) 
*on A4THo, cAonseg Sus O68 

oorcoa’a cotcce’s cOr0NS’S CO°COK “De (2809 3Y) UeTaRsocd6Ey 


TOUJLOD UBOTAOL:Y *HtiC COS 
GO°LES*SY HE°LES‘ZD PEOPLES ‘SD BTIT CLT —(38O5 AY) UOTABTECz05 
TOV VOH UZEUQNOS °SUS OCP ‘T 


Te°Tes*oe Te°THe ‘9B Te°196 ‘9s Ps°coe* LOT (OG-68-0T - 346) 
MORIVI OTZ Pus c9yaiTng 
PE "De STQBATONSY 803CK 
y's a} 99°6 eg°cs fhusduoy 104 70; 
wrougnas yo soofoyd 
B= OTQRAT O50}; SALNCODY 
oe°szo’s se°sce‘s ge°eoR’s Bos Blok dy) 
Te3¥H UOZduoo- AUNT uy YeVD 


“fenatg Zexavs ee7 TORIVd 
Vd OTs BOTs «fF ANAyY TIO, 


oset “te fiur 38 ey 
Gala dIVSsv VIG AO SISKIVRY 
@VIceeng Seo ws 8H OOF 
@ itsi' yg 


s 


PLAINTIFFS! EXHIBIT No. 58 


BALANCE SHEET 


SOUTH#RN HEAT#R COMPANY 
As at November 1, 1945 
| 


ASSETS 


48,191.95 
64,281.53 


on Hand and in Banks 
ecounts Receivable 
erchandise Inventortes: 
_Matertals and Supplies 
Finished Products 


76,679.69 
6,551.87 335,251.56 


Total Current Assets 195,704.84 
ed Reserve for 
Depreclation 
and Book 
Cost Replacement Value 
wand 20,101.58 -- 20,101.58 
juildings 40,777.93 3,161.64 357,616.29 
fachinery & Equipment 61,168.20 20,706.77 40,461.45 
hop Tools 5,953.32 2,519.14 1,619.68 
ies 5,433.77 3,943.58 1,435.39 
furniture & Fixtures — 5,290.80 Be WS VY By leo Ge 
Jelivery Equipment 2,924.52 2,539.90 334.42 
139,635.42 35,834.60 103,300.32 
Total Fixed Assets 13), S00), 32 
ier 
fortgage Loan Receivable 9,975.00 
Jnexpired Insurance 2,483.34 
trade-Marks 205.20 
Jontainers 309.90 
Total Other Assets 12,072.54 
TOTAL ASSETS 


311,573.20 


(Prepared from books and records without verification) 


J 


Plaintiffs! Exhibit No. 58--(Continued) 


LIABILITIES AND CAPITAL 
i 


nt Liabilities 
ounts Payable 
rued Salaries and Wages 
rued Commissions 

rued Taxes Payable 
Bbloyees' Bond Reserve 


12,729.57 
16,432.45 
4,345.15 
18,542.73 
278.17 


tners' Individual Federal Income Taxes Payable 36,443.29 


lary Payable - s. R. Parker 


Total Current Liabilities 
ee 


ve for Service Charges 


Parker $49,492.94 

Parker 49,492.94 
[yhur sligin Parker Guardianship 24,745.98 
ricia Lee Parker Guardianship 24,745.98 
>» Dian Parker Guardianship 24,745.93 
vlana Tibbetts Parker Guardianship 24,745.93 


| 
Total Capital 


TOTAL LIABILITI£S AND CAPITAL 


| 
| 
| 


7,364.63 


96,690.99 


DSi, BIL BO 


137, 969.30 


911,573.20 


iii PLAINTIFFS" BARIBIT No. OV 


SOUTHERN HEATER COMPANY 
ANALYSIS OF PARTNERS* CAPITAL ACCOUNTS 


November 1, 1943 to October 31, 1918 


NO 
ginning Capital - November 1, 1943 197, 967 .60° 
Novembar 1, 1943 to October 31, 194 

Add; Net Profit 252, 535-82 

450,503 «62 

Leae: Withdrawale for Income Tax 130,263 12 
Other Withdrewale 3,506.14 

133,769 26 
pitel — October 31, 194) 316, BL.36 
November 1, 194, te Octobar 31, 195 

Add: Net Profit 217,646.15 

534,380.51 

Leee: Withdrawela for Income Tax 118,590. 
Other Withdrawals 15 5186.70 

134,081. 
pital - October 31, 1945 100,298.87 
November 1, 1945 to October 32, 1946 in 

Add: Net Profit 300, 78 

701,082.35 

lees; Withdrawals for Income Tax 111,733.37 
Other Withdrewals 9166.30 
120, 699.67 
Capital - October 31, 1946 580,182.68 
November 1, 1946 to October 31, 1947 eels 
Kdd: Net Profit 9296.66 
2479 03. 
Llese: Withdrawals for Income Tax 11,590.26 
Other Withdrawals Heeeg 0 
92, 08607 
Capital - October 31, 1947 512,392.58 
Payment on Tax Deficiency 64,066.72 
_ Adjusted Capital - October 31, 1947 Th8,325.66 
. November 1, 19,7 to October 31, 1948 
Add: Net Profit 75,229.12 
523 55.98 
Leee: Withdrawals for Income Tax i, aah 
Other Withdrewals 56, 748 
61,566.09 
(apital - October 31, 1918 : 
(Before Ieeuance of Notee) 461,988.89 
Adds; Partners! Notee 214, 730.48 
Capital - October 31, 1948 676, 719637 
Tatribution to Partners - October 31, 1948 
(Per Schedule Attached) 6765719237 


Balsnce = 


Ee Re 
Perkar 


19,491.9h, 
G5133.55 
112, 625.89 


35, 506.18 
980.70 


36,187.18 
765138674 


5h,,411.54, 
150,5506e5 


51, 


113 , 96.16 
6, O74 017 


90,221.13 


1,179.8 


= 


Flo 
Parker 


49,191.94, 


63 1133..95 
112, 625.89 
35,506.18 
22065 olds 
37,571.92 
754053297 


51, 412.53 
129 85.50 
37,260 h8 
213.235 
37,503.83 
91,961.67 


7531.86 
1675157653 


55517617 
7,582.90 
58,100.07 


109,057 L6 


6,074 017 
125,131.65 


30,027.25 


59,321.02 
109, 858.82 
169,179.85 


10,179.84 


Arthur Ee 
Parker 


24, 745-58 


31,566.58 
565312.96 


14, 812.54 
245.00 


Ke 


E. R. Parker, Guardian 


Parkar 


2h, 745.98 


31,566.98 
56,312.96 
14, 812.54, 
115.00 
14, 927254 
3385 


27205077 
68,591.19 


Flo pfan 
Parker 
2h, 745498 


31,566.98 
56,312.96 


Ty, 812.51, 
115.00 


14,927-5h. 


Ti, 365.12 


27205677 
68,591.19 


375970 
92,015.88 
eal 
2,723 069 


89,292.19 


Té, 736.51 
75,592.76 


Rowlend 
T. Parker 


2h, 745098 


31,566.98 
56,312.96 


1s, 812.54 
125.00 


37,59769h, 
92,015.88 
2, 63eLh 
89.25 

2, 125 009 


89,292.19 


3,057.08 
92,329.27 - 
2 7 
89.25 


16, 736051 
75,592.76 


8h, 589.93 
8, 589.093 


E.R. PARKER, GUARDIAN 


. Plaintiffs' Exhibit No. 60--(Continued) 


November 1, 19443 to October 31, 19448 


j 
DISBURSEMENTS FROM GUARDIANSHIP FUNDS = OTHER THAN INCOME TAXES 
| 


ember 1, 1945 to 
ber 31, 19 
ardian Bond ~- 
ber 1, 1916 to 
ber 31, 1947 
lardian Bond 

| 


r 1, 1947 to 
ber 31, 19L5 
mership Adjustments: 
‘Adjustment of 10/31/47 
_ Reserve for Service 
{ Charges 
Return of Edison Co. 


Arthur E. 


Parker 


1G), 000,00 3,750.00 
357200 89.25 
357.00 89.25 

1,584.00 396.00 
332.64 83.21 
357.00 89.25 
02.12 100.53 

pamege cB” 3,75),07 


Patricia 

Lee Flo Dian Rowland 
Parker Parker T. Parker 
115.00 115.90 115.00 
3,750.00 3,750.00 3,750.00 
89.25 89.25 89.25 
89.25 89.25 89.25 
396.00 396.0 396.00 
83.21 83,21 83,21 
89.25 89.25 89.25 
100.53 100.53 100.5 ) 
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COMMISSIONER OF INTERNAL REVENUE 
STATISTICS OF INCOME 


939. Compiled from Income Tax Returns of corporations, with net 
rome, filing balance sheets. 


\ 
| PLAINTIFFS! EXHIBIT No. 63 
‘i 
spe under the authority of Section 63 of the Internal Revenue Code 
19 

(Figures in Thousands of Dollars) 


IRON, STEEL AND PRODUCTS (MANUFACTURING CORPORATIONS) 


Number of Sales Net Income Net Compensation Fa; 
Companies after compensa- Worth of of 
tion of officers Officers Report 
; but before in- 
' come tax 
5 4982 $16,387,852 $1,280,083 99,124,282 $190,759 158 
5 553°) 12,066,371 1,094,519 (meee s 190,592 154 
; PERCENTAGE OF COMPENSATION TO: 
‘ Sales Net Income 
‘s 1 6NO) 14.90 
f 1.50 17 AlOle) 

NON FERROUS METALS AND THEIR PRODUCTS (MANUFACTURING CORPORATIONS) 
1814 on 710,535 # 275,562 $2,138,736 $ 55,680 160 
i 2348 3,871,459 381,362 2,335,469 68,032 154 

PERCENTAGE OF COMPENSATION TO: 
Sales Net Income 
5 31 5 YO) 20.00 
‘6 tg 70) 17) lO) 


SOUTHERN HEATER COMPANY 
(Figures in Dollars) 


‘cal year ended 
10-31-45 $ 1,526,850 $ 217,646 $ 400,298 § 24, 500* 


months ended 
4-30-16 1,094,330 300, 783 580,182 14, 000* 


PERCENTAGE OF COMPENSATION TO: 


Sales Net Income 
>) 1.60 11.00 
6 ives 4.65 


- 
11945 G. McGaughey received $7,000.00 and C. Fierke $5,500.00 


1 1946 (six months) G. McGaughey received $4,500.00 and C. Fierke 
1,500.00, 


ry 


a 


Wher aut ME ST PLAINTIFFS' EXHIBIT No. 64-A 


Waves Bob 


CERTIFit ATE OF ASSESSMENTS AND PAYMENTS 
higiea Parker 
(OF COLLECTOR OF INTERNAL REVENUE In re: 
| Sixte-Calif, Box 629, Comptes} Cule#e 


COMMISSIONER OF INTEHNAL REVENUE: 
ATTENTION: 


(Refer te: eventeda meal late ef totter resguesting th seer heater 


H 
: 
I foliowing is a transcript of the records of this olhee covering the accounts of the taxpayer named 


Inceme 
respect to ‘ : a ss 
194 4 19b6 (¢ haracter of tax) 
He mee atarelecne a ce= 6 Bi: at « 
(Period covered) 
— = = [——————————————— = —— a 
{ ; PAID, AHATED, Gk CKEDITED 


{ 
2 ae a. Acct No. o8 4 AWOUKT AssERARD Pa 7 Path fh AIM! STOENT OF 


| Pace and Ling ac ate a | Me ne | Ab Ue UOVERARAEROM ENTS 
{Iat. te|7/15/b9) ig z7ac UR 
49 
$ch. 1079 


Pa 

| 3,196 53 Cr. Cl. 158096 

3/31/50, 35196 Sh Cr. Cl. 158896 
100 Tr. te %531926-50 


s 
£ 
8 


R) > be cM 4) 


2x 7/15/49 
1 
3034691 27aC 

(Int. te /7/15/50) 8,551.18) 2/28/49 
9/19/k9 Abt. Seb. 1OT9 
3/21/50 13,100 6h Cr. Cl. 156896 
n/50 13,100 63 Cr. 31. 1568% 
3/31/90 13,108 65 cr. Cl. 158096 
3/31/50 | 3,675 13 Cr. 51. 15886 

7" | 00 Tr. to 7-531977-50 

1 7/15/49 | y! 8 ee: 

OAR 7/1a{49 | | 

77, 9 | P| 

=a Bode | hae ; me: 


tRTIFY that the foregoing transcript Ee the accounts of the taxpayer named above in respect to ime 
ecified, is true and complete for the period stated, and that all assessments and payments of tax, 
(and interest, and all abatements, credits, and retunds relating thereto as disclosed by the records 
office, are shown therein. 


7. gael no 52 : — 


eee Inetructione on reverse hide) Cilleetor af ire anh Re enue. 


PLAINITFFS' EXHIBIT No. 64-B 
RS 


: 17U 
Le 


CERTIFICATE OF ASSESSMENTS AND PAYMENTS 


Flgin Parker 
HE OF COLLECTOR OF INTERNAL TLEVENtE Itnore. 
Sixth-Calif. tom 629, Coanton, Calif. 
wey Ok . 
1k COMMISSIONER OF INTERNAL REVENUE: 
‘ ATTENTION: 
Fee fore te eyrmde os mere chet oof cceee re aseteme th weorn & 


i : Ping: i 
he following 19 a transeript of the records of this ofhice covering the accounts of the taxpaver named 


ESTIKAT® - DLO 
yin respect to 
1945 - 1946 Charns ter of lan 


| UP es runt reosereath 
' 


Pal, SUATR Ie ORR EP tbe 


2 ttwroas { Aeot NS w Ta . - TMPNT OF 


4 NMOUNE Katie ob 
“he i] a ! 
i Vuak Maur ast fase. © nOGGy. a H , 


“HEDLLE NG 


| M5 12139927 T 4I,500 le 
| Kaus Balamee) 7 as 10,375 20 Fe 


10,379 Pd 5.106401 
co 5272728 
: bah 5 Mar. = a9? 685) Pel 


lees 1111868 20,000 00 | $,000-00 Pw 
; | Tif 12,000- 00 Pd 6/7/bb 1900455 
Ane 18,000 00 Fd 9/16/46 192257h 
: 47 8, 7W~ OU Td 1/15/47 19580K8 

=a 23,700 00 bal, 


| 
196 034691 | 5,208 23 3/15/47 5,168 13 Pa 
 __ Sin eo, 


Pre t by Withhelding from tages: 


Geo 


CFRIIFY that the foregoing transcript of the uccounts of the tapas named gions 


Bspersed. 1 true and complete for the period stated, and that all assessment and payments of tax, 
tS are! interest, and ad abatements, credits, and refunds relating theret sed by the records 
-otice ure See nergy. 
. §2 


R.A. KLDDMLL 


toeertitiente 4 180 


» . . . ote ws: tee instructions on reveree aide} 


a 


PLAINTIFFS' EXHIBIT No. 64-C 


CERTIFICATE OF ASSESSMENTS AND PAYMENTS 


OFFICE OF COLLECTOR OF JNTERNAL REVENUE ee Flo Parker F a 
; (Name of tarpayer) 
3 ISTRICT OF m= <.- 9% Calif. _. & Bex mie) Bene AE, » es 
| 
[HE COMMISSIONER OF INTERNAL REVENUE: 
ATTENTION: 
Dl NN N( ReterltalayintOtolandatece letter requesting this certification) = 
e following is a transcript of the records of this office covering the accounts of the taxpayer named 
. in respect to ____ income 
& (Character of tax) 
. 1945 - 1946 
- eT ”)”~*«*«Rériodicaeered) 


PAID, ABATED, OR CREDITED 
“ | 2 Last amp | 3. Acct. No. or ——_ eee SS 8. ADJUSTMENT OF 
E Yran Paor anp Ling 4. AMOUNT ASSESSED lax ok ay 
& AMOUNT 


SBcuEDULE No. 


77ag Bigeko |t 3 er [ohe 3002259 
(Tat. ms. 


Cl, , 158896 
cl. 158896 


‘|7/sg 619050 |r 61,079 28 # #=#%|  #+|§| | | | 
~~ 1/15/50}; I 8,551 1 


Cr.| Cl. 158896 


| CERTIFY that the foregoing transcript of the accounts of the taxpayer named above in respect to the 

specified, is true and complete for the period stated, and that all assessments and payments of tax, 

ty and interest, and all abatements, credits, and refunds relating thereto as disclosed by the records 
8 office, are shown therein. 


wof certificate .. Ops. 96... AL aa. ee) 


Wirarnwcet i ninting OFFICE 1h - 12000 (See instructions on eoverse side) Collector of Internal Rev enite. 


on) 


172 


PLAINTIFFS! EXHI#IT No. 64-D 


CERTIFICATE OF ASSESSMENTS AND PAYMENTS 


CE OF DISTRICT DIRECTOR OF INTERNAL REVENUE Inre:....... P20 Parker _ 
(Name of taxpayer) 

ar op Sixth-Cabis. __Bex 629, Compton, Calif, 
(Address) 


HE COMMISSIONER OF INTERNAL REVENUE: 
ATTENTION: 


” (Refer to symbols and date eiieter reciente thie certification) 
e following is a transcript of the records of this office covering the accounts of the taxpayer named 


RSTIMATED AMD INCOME 


memncepectto. 
| _ (Character of tax) 


_ 1945 - 1946 | 


he 


(Period covered) 


PAID, ABATED, OR CREDITED 


[ 2 eis AKD yond wee 4. AMOUNT AssRsseD 7. Pam 8. ADJUSTMENT OF 
z AND £ A enon Aa. Ca. OVERASSEASMENTS 
ScuEDULE No. 
i] 1945 41,5 
Old Bal ) 
nh ) Pa | 5016385 
9/17/45 Pa | 5272727 


17/46 1900454 
6/46 1919125 


ie / 
1 
1/15/47 1958047 


ny 
2/18/47 


3/15/47 


Wag 


Withheld 


7 CERTIFY that the foregoing transcript of the accounts of the taxpayer named above in respect to the 
specified, is true and complete for the period stated, and that all assessments and payments of tax, 
¥ and interest, and all abatements, credits, and refunds relatipg thereto as disclosed by the records 

office, are shown therein, 


f certificate Gets 9 . 19 gg Ke Ae AI DOBLE 


| ee Oe ieee 
; Inwant points re taney (See inetructions on reverce side} Catector of Inter Revenue. 


(COrY) 
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PLAINTIFFS’ EXHIBIT No. 64-E 


Certificate of Assessments and Payments 
Office of District Director of Internal Revenue, Los Angeles, 
California. 
To: Chief Counsel, Washington 25, D. C. 
In Re: (Name of Taxpayer) Elgin R. & Flo Parker, 120 So. 
Burris Ave., Compton, Calif., Or:—Box 629, Compton, California. 
Attention: CC:M, September 22, 1955. 


The following is a transcript of the records of this office cover- 
ing the accounts of the taxpayer named above in respect to (char- 
acter of tax): Estimated Tax. For the (period covered): Years— 
1947 and 1948. 


1. Pee 3. Paid. Abated. or Credited 7. 8. 
Taxable Listand Acct. No. id Adjustment of 


5. 6. Pa 
Period Year Or Page Date or Amount AB. CR. Overassesstments 
and line Sched. No. 


1947 1947L 1119749 No Date 3,000.00 Pd. 
6/16/47 3,000.00 Pd. 
9/15/47 3,000.00 Pd. 


(Elgin) 
1948 1948L 1821406 Cr. of $2,706.51 
(Joint) Schedule #7468 


7/28/48 on 1947 IT 
Acct. No. 5991383 


(Flo) 

Cr. of $2,767.18 
Schedule +7468 
7/28/48 on 1947 IT 
Acct. No. 5991384 


I certify that the foregoing transcript of the accounts of the 
taxpayer named above in respect to the taxes specified, is true 
and complete for the period stated, and that all assessments and 
payments of tax, penalty and interest, and al! abatements, credits, 
and refunds relating thereto as disclosed by the records of this 
office are shown therein. 


Date of Certificate: October 24, 1955. 
District Director of Internal Revenue R. A. Riddell. 
U. S. Treasury Department—Internal Revenue Service Code 


1126:NN (1232:NN). 
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PLAINTIFFS’ EXHIBIT No. 64-F 


Certificate of Assessments and Payments 
Office of District Director of Internal Revenue, Los Angeles, 


California. 


To: 


Attention: CC:M, September 22, 


The following is a transcript of the records of this office cover- 
ing the accounts of the taxpayer named above in respect to 
For the (period covered): Years— 


(character of tax): Income. 


1947 & 1948. 
Us 2. 3. 4. 
Toxable Listond Acct. No. Amount Eb 
Periad Yeor Or Page Assessed Date or 
ond Line Sched. No. 
1947 1948L 9122983 
1947 1950L 8510586 2,825.67 
Int. to 
6/30/50 388.42 
9/15/50 
10/20/50 
323.49 
3.69 
743.79 
Note: Claim Filed 7/30/52 
#17—9/8/50 


1948 1949L 3196022 7,385.83 3/15/49 
1948 1950L 8510585 10,933.83 


Int. to 
6/30/50 846.93 
9/15/50 
10/20/50 
13.54 
16.27 


Note: Claim Filed 6/20/50 


#17—9/8/50 


Chief Counsel, Washington 25, D. C. 
In Re: (Name of Taxpayer) Elgin R. Parker, 120 So. Burris 
Ave., Compton, Calif., or Box 629, Compton, California. 


1955. 


Paid. Abated. or Credited 7. 


6. Paid 


AB. CR. 


Amount 


2,082.67 Pd. 
643.47 Sch. 
1,558.92 Sch. 


385083 Pd. 


8,964.71 Pd. 
643.47 Sch. 
643.47 Sch. 

1,558.92 Sch. 


8. 
Re 
$2,706.51 Credite: 
Acct. No. 59913i 
Schedule #7468 
Dated 7/28/48 


870—5/31/50 
272-D 


B-515 
B:515 
Trf. to 8-51058 
Interest 


Schedule C-4725 


870—5/31/50 
272-D 
Hold—Offset or ‘| 
Form 1331 in Pis 
B-515 
B-515 
B-515 
Interest 


Excess Sch. C-47 \ 
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I certify that the foregoing transcript of the accounts of the 
taxpayer named above in respect to the taxes specified, is true 
and complete for the period stated, and that all assessments and 
payments of tax, penalty and interest, and all abatements, credits, 
| and refunds relating thercto as disclosed by the records of this 
office are shown therein. 

Date of Certificate: October 24, 1955. 

District Director of Internal Revenue R. A. Riddell. 


U. S. Treasury Department, Internal Revenue Service Code 


1126:NN (1232:NN). 


PLAINTIFFS’ EXHIBIT No. 64-G 


Certificate of Assessments and Payments 
Office of District Director of Internal Revenue, Los Angeles, 
California. 
To: Chief Counsel, Washington 25, D. C. 
In Re: (Name of Taxpayer) Flo Parker, 1205 So. Burris Ave., 
Compton, Calif., or Box 629, Compton, California. 
| Attention: CC:M, September 22, 1955. 
| The following is a transcript of the records of this office cover- 
ing the accounts of the taxpayer named above in respect to 
| (character of tax): Income. For the (period covered): Years— 


1947 and 1948. 


2. as 4, Paid. Abated. or Credited 7: 8. 
Listand Acct. No. Amount &, 6. Paid Adjustment of 
Yeor Or Page Assessed Date or AB. CR. Overassesstments 
and Line Sched. No. Amount 
7 . 
(1948L 9122984 Credit $2,767.18 


Acct. #5991384 
Sch. #7468 
| 7/28/48—1947 


1950L 8510587 2,811.57 870—5/31/50 
Int. 386.48 272-D 
Hold Offset on 
9/15/50 2,066.43 Pd. Form 1331 in Process 
10/20/50 643.47 Sch. B-515 
1,558.92 Sch. B-515 
1,070.97 Trf. to 11-580391-50L 
Claim Filed 6/30/50. 
#17—9/8/50. 
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1947 1950L 11580391 1,070.97 070.9790 ri. 


Note: $1,070.97 Trf’d. to Acct. #8510588-50L 
Schedule IT:B-638. 


1948 1949L 3196023 7,650.23 3/15/49 7,650.23 Pd. 


1948 1950L 8510588 10,669.45 


Add’1. Int. to 6/30/50 82646 9/15/50 8,602.21 Pd. 
1,508.66 Abt. 


1,070.97 Sch. 
Int. 9.42 323.49 Trf. 


Note: Claim Filed 7/30/52. 
#17—9/8/50. 


I certify that the foregoing transcript of the accounts of the 
taxpayer named above in respect to the taxes specified, is true 
and compléte for the period stated, and that all assessments and 
payments of tax, penalty and interest, and all abatements, credits, 
and refunds relating thereto as disclosed by the records of this 


office are shown therein. 
Date of Certificate: November 15, 1955. 


District Director of Internal Revenue R. A. Riddell. 
U. S. Treasury Department, Internal Revenue Service Code 


1126.NN (1232:ids). 


Fr. 8-510587-50L 


436 E. Dixon St 


Sch. B-557 

11/20/50 Post 
2/19/51 

B-638 

Fr. 8-510586-50! 


————————S 
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DEFENDANTS’ EXHIBIT A 


[Title of Superior Court and Cause. | 


MEMORANDUM IN RE INCIDENCE OF FED- 
ERAL INCOME TAX LIABILITY ON 1944 
PARTNERSHIP INCOME 


A. Result If Children Pay No Tax At All. 


Share of Balance left 

Partnership Tax After 
Income Burden Federal Tax 
Father $69,138.48 $ 97,053.85 ($27,915.37) 
Mother 69,138.48 96,838.84. ( 27,700.36) 
Flo Dian lo) Ope), 31,569.24 
Patricia meno 24 eee 31,569.24. 
Rowland 1-0) 610)? 1s cee 31,569.24. 
Arthur eesOO. 2. | | eee... 31,569.24 
Totals $264,553.92 $193,892.69 $70,661.23 

B. Result If All Share The Tax Burden In The 
Original Proportions 

Share of Balance left 

Partnership Tax After 
Income Burden Federal Tax 
Father $ 69,138.48 $ 57,973.91 $11,164.57 
Mother 69,138.48 57,702.46 11,436.02 
Flo Dian 31,569.24 19,554.08 12,015.16 
Patricia 31,569.24. 19,554.08 12,015.46 
Rowland 31,569.24 19.554.08 12,015.16 
Arthur 31,569.24. 19,554.08 12,015.16 
Totals $264,553.92 $193,892.69 $70,661.23 
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C. Result If Children Pay All of The Additional Tax 


Share of Balance left 
Partnership Tax After 
Income Burden Federal Tax 
Father $ 69,138.48 $ 41,464.15 $27,674.33 
Mother 69,138.48 41,276.65 27,861.83 
Flo Dian 31,569.24 27,787.98 3,781.26 
Patricia 31,569.24 27,787.97 3,781.26 
Rowland 31,569.24 27, (oor 3,781.26 
Arthur 31,569.24 27,787.97 3,781.26 


Totals $264,553.92 $193,892.69 


Comments 


2. Situation B is unsatisfactory because the par- 
ents pay California Income Tax of about $3000.00 
each, in addition to the Federal tax, and support — 
themselves and five children. This would take ap- 
proximately all of their earnings, while the four ~ 
children grew rich. This would be unfair to the 
fifth child, which has received no gift. 


$70,661.20 
1. Situation A is insufferable and unintended. 


=~ 


The parents paid considerable gift taxes on the | 


1943 gifts of interests in the business. Further- 
more, the tax authorities will probably contend that 
the parents are subject to gift tax on the profits of © 
each year which are credited to the children—that 
this was the parents’ income, and when set over to— 
the children on the partnership books, constitute a | 
taxable gift. 


The father received a salary of but $12,000, | 
whereas his services were worth at least $52,000 per — 
year. If a full and fair salary of $52,000 per year 
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had been paid the father, a result more comparable 
to that shown in situation C would have obtained. 


3. Situation C is most equitable result. Out of 
the balance remaining to the parents, they would 
pay California income tax of about $3,000 a year 
each, support themselves and five children, and 
have a reasonable balance left. The children would 
build up a considerable amount over a period of 
years. 


The parents furnished all of the capital, do all 
the work and support the children, so should be 
taken care of first. 


Under C, the children would still be in a favor- 
able and fortunate position. They would receive, 
after all taxes, State and Federal, about 12% on 
their original gift. 


4. California income tax is still to be reckoned 
with, and should be settled on the same basis as the 


- Federal tax. 


5. This problem continues for all of 1945 and 


for four months of 1946, after which corporations 


were formed. 
/s/ MELVIN D. WILSON 
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EK. R. Parker 


Computation Supporting Schedule B. 


1. 2. 3. 4, 5; 
% of Correct Tax 
Federal Total Tax Liability Aditional 
Taxpayer Tax Paid Origin- per R.A.R. Tax to be 
on Return ally Allocated as Borne 
Paid in Column 3 (5-2) 
E. R. Parker $ 41,464.15 $29,900 $57,973.91 $16,509.76 
Flo Parker 41,276.65 29,760 57,702.46 16,425.81 
Flo Dian Parker: 13,986.09 10,085 19,554.08 5,567.99 
Patricia Lee Parker 13,986.09 10,085 19,554.08 5,567.99 
Rowland Tibbetts Parker 13,986.09 10,085 19,554.08 5,567.99 
Arthur Elgin Parker 13,986.09 10,085 19,554.08 5,567.99 
Totals 138,685.16 100,000 193,892.69 55,207.43 
Taxes to Be Borne By Minors 
Tax 
Already Additional Total 
Paid Tax Tax 
Flo Dian Parker $13,986.09 $ 5,567.99 $19,554.08 
Patricia Lee Parker 13,986.09 5,067.99 19,554.08 
Rowland Tibbetts Parker 13,986.09 5,567.99 19,554.08 
Arthur Elgin Parker 13,986.09 5,567.99 19,554.08 
$55,944.36 $22,271.96 $78,216.32 
By E. R. Parker 16,509.76 
By Flo Parker 16,425.81 
Total Additional Tax $55,267.63 


MELVIN D. WILSON 


a a I pcm 


——_ TT 
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D. Result If Tax Burden Is Shared In Proportion 
to Income Distribution 


Share of Balance left 
Partnership Tax After 

Income Burden Federal Tax 
Father $ 69,138.48 $ 48,473.17 $20,665.31 
Mother 69,138.48 48,473.17 20,665.31 
Flo Dian 31,569.24 24,230.59 7,332065 
Patricia 31,569.24. 24,236.59 7,302.05 
Rowland 31,569.24, 24,230.59 7.332805 
Arthur 31,569.24, 24,236.58 7,332.66 
Totals $264,553.92 $193,892.69 $70,661.23 


Comment on D 


The above balances are before California Income 
Taxes of about $3,000 for each parent, and about 
$800 for each child. The parents receive from the 
partnership, in addition to 50% of the profits, sal- 
aries of $12,000, out of which they support the 
family. The tax on this salary is treated as being 
shared by all the partners in proportion to their 
shares of the partnership income remaining after 
_ paying the salary. 


This method of tax bearing is most simple and 
would be satisfactory. 


[Note: Certificates of Assessments and Pay- 
ments are set out at pages 28-29. ] 
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; 

[Title of District Court and Causes Nos. 13392, — 
18391, 18772) 16773) | 


( 
REPORTER’S TRANSCRIPT | 
eT eT 

The Court: The matter will stand submitted, — 
gentlemen. J want to go over the documentary evi- : 
dence a little more carefully than I have had occa- 
sion to do. 

Each of these cases has its own peculiarities, 
which have to be considered. There are many ele- 
ments which have developed on the trial which did 
not exist in some of the other cases. Perhaps one 
of the most significant is that [247] there is no 
general power, such as existed in some of the others, ~ 
of the managing partner to terminate the partner-— 
ship or of making disposition of the profits except | 
in accordance with the general partnership agree- 
ment. 

There is a provision for dissolution at the re- 
quest of any of the partners, but that is one of the | 
grounds contained in the law of California, which 
has adopted a uniform partnership law. And there 
is also a provision to which I have alluded before, 
that other than on dissolution equal rights existed — 
as to the other partners when it came to transfer-_ 
ring interest, that is, a provision is made whereby | 
upon any sale an opportunity be given to the others 
to purchase within a period, as I remember, of 90° 
days, and other than borrowing money for tax pur-— 
poses, there is no power in the partnership or the | 
managing partner to treat the minors in any other . 


1 


Harry C. Westover, C.I.R., et al. 183 


manner than he himself and his wife would be 
treated. So that, although the managing partner 
exercised the general control of any gencral part- 
ner, there is a provision that additional salaries 
and bonuses may be voted, and it provides that it 
shall be done at the vote of the partners. 

There is no showing that that was ever done, but, 
on the contrary, the $12,000 salary continued until 
the partnership assets had been converted into stock, 
and with the rise of the corporation, the guardian 
merely became [248] a representative of the partic- 
ular stockholders. 

It is also a fact that so far as the transfer of the 
particular interests is concerned, it not only was 
irrevocable, but it has remained such, and that in 
one form or another the interest of the minors has 
continued through the minority, and as to the two 
children who are minors at the present it still con- 
tinues. 

I think the hope or aspiration of the children 
remaining in the business is rather illusory in this 
ease, because of the fact that the two older children 
are women, who have since married, and who were 


“minors at the time the partnership ceased to exist. 
| And the boys were too young, and even as of today 


are not certain they will go in, so the element of 
possible contribution of services is almost nil. 
That is, of course, only one of the matters to be 
considered. Ultimately I have to determine whether 
a business purpose was achieved in the creation of 
the corporation. Jf the business purpose was 
achieved, then the fact that incidentally a tax bene- 
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fit was derived would not destroy the original busi- 
ness purpose. Neither would the contrary result. 
The existence of a business advantage is to be con- 
sidered not in the light of what happened after- 
wards, but in the light of what situation presented 
itself at the time. 

During the course of the short trial, I have inti- 
mated [249] by questions that in view of the fact 
that Mr. Parker had not been successful in business 
prior thereto, there was an element of risk involved 
in the business, and that the creation of the partner- 
ship was no protection to the children. 

I think possibly it is rather unfair to place be- 
fore a lay person, who thinks he is achieving secur- 
ity for his children, the fact of choosing a vehicle 
that would not achieve that result. In other words, 
by creating a general partnership, he did not create 
any special security for the children, except in the 
event the general partnership was successful. If 


— 


it had been a special partnership, the failure of the 


partnership would carry only the risk of the capital 
investment of each of the members of the limited 
partnership. 

I think since the early cases in this field the 
courts have changed their attitude. Instead of 
looking askance at the desire of parents to endow 
their children, as it were, they look at them with 
favor. The entire psychology has changed in that 
respect. The large number of young men who were 
allowed to marry while they were in Service, know- 
ing fuli well that when they came out they would 
have to continue their education, and that one or 


a 


: 
: 
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the other of the family would have to support them, 
is evidence of that. And the very fact that the 
girls in this case married young men, who possibly 
expected to go through college under the G.I. [250] 
Bill, or the assistance of their families or their 
wives, indicates a change in the social attitude, 
which is also reflected in the courts’ attitude towards 
matters of this character. 

Tt used to be the pioneer attitude in the Ameri- 
ean family that the children ought to start where we 
started, and to have to go through the same rigors 
as we did. Those of us who were in the first World 
War do not remember any generosity with which 
the Government treated either the soldiers or their 
dependants. There was then no provision such as 
we have now in the wholesale provision for con- 
tinuing school, and that right was never given us. 
As it is, at the last count, it was determined, I think, 
that there are over a million professional men who 
probably could not have qualified or would not have 
been able to finish their education but for this gov- 
ernmental assistance. 

IT am merely referring to the fact that I can see in 
the decisions of the courts a reflection of a change 
of attitude in the entire social thinking, whereby 
the idea of children aequiring and being given an 
interest in the family business, which may ulti- 
mately result in what the continent of Europe has 
as an inheritance from Roman law, and that is the 
vested right of a child in the estate of his parents, 
of which he cannot be deprived except for good 
reason. [251] 
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I am just expressing some stray thoughts on one 
side or the other, to indicate to you some of the 
matters which have to be considered in this particu- 
lar case. There are many elements present in some 
of the other cases, some of which I myself have 
decided, which simply are not present here. One of 
the most significant ones is that except through 
failure the father had no way of milking the busi- 
ness, as it were, or even of exacting unreasonable 
compensation for his services, or forcing a sale. All 
the conditions were equal. Whatever right he had, 
the others had. 

It is true that in a sense he dealt with himself, 
but even a probate court, exercising its supervisory 
duties in the most cursory manner, could not have 
allowed, under the wording of the partnership agree- 
ment following the gift, any of the exploitation of 
the estate of the type which was present in some of 
the other cases. 

That is why I feel this case requires a little more 
detailed study in its various ramifications than I 
have been able to give to it during the course of the 
trial. 

So the matter will stand submitted. [252] 


me to Tate as 


[Endorsed]: Filed Aug. 17, 1956. 
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[Title of District Court and Causes Nos. 13392, 
13391, 18772,-18773. | 


STATEMENT OF POINTS TO BE RELIED 
UPON 


Now come the plaintiffs to the above-entitled 
eases and file the following statement of points to 
be relied upon in the appeal of the above-entitled 
eases and from the final judgment made by this 
Honorable Court on the 12th day of July, 1956. 


ils 

The District Court erred in adopting the findings 
of fact and conclusions of law filed by the defend- 
ants. 

a, 

The Court erred in failing to find that there were 
legitimate business purposes for the plaintiffs giv- 
ing interests in the assets and business of Southern 
Heater Company to their four children and making 
them partners. 

Iii 

The Court erred in failing to find that the primary 
purposes of making such gifts and making the chil- 
dren partners was to help the children and give them 
security and to constitute an inducement to their 
furnishing successor management to the business. 


TY. 

The Court erred in failing to find that the legiti- 
mate business reasons for making the gifts to the 
children and making them partners have in large 
part been fulfilled. 
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ny’, 

The Court erred in failing to find that the plain-— 
tiffs [223] turned over the control of their business 
to the Probate Court administrating the guardian- 
ship estates of the children. 


VI. 

The Court erred in failing to find that the plain- 
tiffs changed their economic status by giving fifty : 
per cent of their interests in the business to their 
children. | 

Vie 

The Court erred in failing to find that the gifts — 
to the children were irrevocable, complete and un- 
conditional. 

VIII. 

The Court erred in failing to find that the chil- 
dren’s interest in the partnership were fully pro- 
tected by their guardian, supervised by the Probate 
Court, and that the children thus had absolute con- 
trel over their properties, including their interests 
in the partnership. 

IX. 

The Court erred in failing to find that the chil- 
dren really and truly owned interests in the busi- 
ness and in the partnership and should be taxed 
on the income therefrom. 


X. 
The Court erred in failing to find that the plain- 
tiffs really and truly intended to make outright 
gifts of interests in the business to the children and 
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to make the children partners with them in the con- 
duct of said business. 


Sub. 
The Court erred in failing to find that the capital 
owned by the children and used in the business was 
necessary and useful to the business. 


XII. 

The Court erred in failing to find that capital 
was a material income producing factor in the 
business of Southern Heater Company and that the 
children owned interests in such [224] capital. 


eer. 

The Court erred in failing to find that if the 
children really and truly owned their interests in 
the business, and had control over their assets and 
income therefrom, it is immaterial that taxes may 
be saved by the old partners through the admission 
of the new partners. 


Say. 
The Court erred in failing to find that it is im- 
material that the old partners held the interests of 
the new partners in a fiduciary capacity. 


OS VA 
The Court erred in failing to find that it was 
immaterial that one of the old partners ran the 
business as a general partner and as a fiduciary 
under the supervision of the Probate Court. 


XVI, 
The Court erred in failing to find that it was 


190 Llgin R. Parker and Flo Parker vs. 


immaterial that the earnings of the partnership 
were not completely distributed to the new partners 
since the new partners had the right to the distribu- 
tion of their income. 


XVII. 
The Court erred in failing to find that the chil- 
dren’s retained earnings, used in the business, con- 
stituted capital originating with the children. 


XVIII. 
The Court erred in failing to find that the sal- 
aries paid to Elgin R. Parker by the partnership 
were fair, adequate and reasonable. 


XIX. 
The Court erred in failing to find that the chil- 
dren’s shares of the income were not used for the 
benefit of the [225] plaintiffs. 


xX. 

The Court erred in failing to find that after 
April 30, 1946, the partnership was passive, merely 
owning stocks, notes ane real estate leased on a 
long-term basis. 


XXI. 

The Court erred in failing to find that the chil- 
dren were partners in the business of Southern 
Heater Company and they only should be taxed on 
their shares of the partnership income. 


XXIT. 
The judgment against the appellants should be 
reversed. 
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Dated: August 24, 1956. 


MUSICK, PEELER & GARRETT 
MELVIN D. WILSON 
JOHN P. POLLOCK 
/s/ MELVIN D. WILSON 
Attorneys for Plaintiffs 


Acknowledgment of Service Attached. 


[Endorsed]: Filed Aug. 29, 1956. 


[Title of District Court and Causes Nos. 13391, 
13392, 18772, 18778. ] 


CERTIFICATE BY CLERK 


| I, John A. Childress, Clerk of the above-entitled 
| Court, hereby certify that the items listed below con- 
| stitute the transcript of record on appeal to the 
| United States Court of Appeals for the Ninth Cir- 
| cuit, in the above-entitled cause; 

| <A. The foregoing pages numbered 1 to 236, in- 
| clusive, containing the original 

Complaint (13391-Y) ; 

Answer (13391-Y) ; 

Amended Complaint (13391-Y) ; 

Stipulation for Consolidation (18391-Y & 13392- 
Y); 

| Complaint (18772-Y) ; 

Complaint (18773-Y) ; 

Answer (18772-Y) ; 

Answer (18778-Y) ; 

Answer to Amended Complaint (13391-Y) ; 
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Answer to Amended Complaint (13392-Y) ; 

Decision (13391-Y) ; 

Decision (13392-Y) ; 

Objections to Form and Content of Proposed 
Findings of Fact & Conclusions of Law; 

Findings of Fact, Conclusions of Law and Judg- 
ment; 

Notice of Appeal (18392-Y & 13391-Y) ; 

Notice of Appeal (18772-Y & 18773-Y) ; 

Certificate of Service by Mail of Notice of Appeal 
(13391-Y & 18392-Y); 

Certificate of Service by Mail of Notice of Appeal 
(18772-Y & 18773-Y) ; 

Statement of Evidence; Condensation of oral 
testimony given at the Trial; 

Statement of Points Relied On; 

Designation of Contents of Record on Appeal; 

Stipulation & Order for Extension of Time to 
Docket Cause on Appeal and to Extend Time of the 
Appellees to Counter-Designate Record ; 

Stipulation & Order Extending Time of Appel- 
lees to Counter-Designate Record on Appeal; 


and a full, true and correct copy of 

Complaint (13392-Y) ; 

Answer (13392-Y) ; 

Amended Complaint (13392-Y) ; 

B. 1 volume of reporter’s Official Transcript of 
Proceedings had on May 1, 2, 3, 1956; 

C. Plaintiffs’ exhibits 1 - 64-G, inclusive and 
defendant’s exhibit A. 


I further certify that my fee for preparing the 
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foregoing record, amounting to $2.00, has been 


paid by appellant. 


Witness my hand and the seal of the said District 
Court, this 24th day of October, 1956. 


[Seal] JOHN A. CHILDRESS, 
Clerk 
/s/ By CHARLES E. JONES, 
Deputy 


[Endorsed]: No. 15340. United States Court of 
Appeals for the Ninth Circuit. Elgin R. Parker 


| and Flo Parker, Appellants, vs. Harry C. West- 


over, individually and as Former Collector of Inter- 
nal Revenue for the Sixth District of California, 
Appellee. Elgin R. Parker and Flo Parker, Appel- 
lants, vs. R. A. Riddell, District Director of In- 
ternal Revenue, Los Angeles, California, Appellee. 
Transcript of Record. Appeals from the United 
States District Court for the Southern District of 


| California, Central Division. 


Filed: October 25, 1956. 


oe AUL P.O BRIEN 


Clerk of the United States Court of Appeals for the 
Ninth Circuit. 


194 Elgin R. Parker and Flo Parker vs. 


In the United States Court of Appeals 
For the Ninth Circuit 


No. 15340 


No. 13,392-Y—Civil. Elgin R. Parker, Plaintiff, 
vs. Harry C. Westover, Individually and as Former 
Collector of Internal Revenue for the Sixth District 
of California, Defendant. 


No. 13,391-Y—Civil. Flo Parker, Plaintiff, vs. 
Harry C. Westover, Individually and as Former 
Collector of Internal Revenue for the Sixth Dis- 
trict of California, Defendant. 


No. 18,772-Y—Civil. Elgin R. Parker, Plaintiff, 
vs. R. A. Riddell, District Director of Internal 
Revenue, Los Angeles, California, Defendant. 


No. 18,773-Y—Civil. Flo Parker, Plaintiff, vs. 
R. A. Riddell, District Director of Internal Reve- 
nue, Los Angeles, California, Defendant. _ 


STIPULATION FOR CONSOLIDATION OF 
RECORD ON APPEAL 


It is hereby stipulated by and between the parties 
hereto, through their respective counsel, that the 
records on appeal in the above entitled cases may be 
consolidated, so that only one record need be printed | 
and it shall apply to all cases equally. 
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Dated this 22nd day of August, 1956. 


MUSICK, PEELER & GARRETT 
MELVIN D. WILSON 
JOHN P. POLLOCK 
/s/ By MELVIN D. WILSON 
Counsel for Plaintiffs 


/s/ By CHARLES K. RICE 
Assistant Attorney General 
Counsel for Defendants 


So Ordered: 
/s/ WILLIAM DENMAN 
Chief Judge 
/s/ HOMER T. BONE 
/s/ FREDERICK G. HAMLEY 
United States Circuit Judges 


[Endorsed]: Filed Sept. 6, 1956. Paul P. 
| O’Brien, Clerk. 
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[Title of Court of Appeals and Causes. ] 


STATEMENT OF THE POINTS ON WHICH 
APPELLANTS INTEND TO RELY 


To the United States Court of Appeals for the 
Ninth Cireuit: 

Appellants hereby adopt the Statement of the 
Points on which they intend to rely, which was 
filed in the District Court, as their statement of the 
points on which they intend to rely in this Court. 


Dated: August 27, 1956. 
/s/ MELVIN D. WILSON 
Counsel for Appellant 
[Endorsed]: Filed Sept. 28, 1956. Paul P. 
O’Brien, Clerk. 


[Title of Court of Appeals and Causes. ] 
DESIGNATION OF RECORD TO BE PRINTED 


United States Circuit Court of Appeals for the 
Ninth Circuit: 


The appellants hereby designate the following 
parts of the record, which they desire to have 
printed, as necessary for the consideration of the 
appeal: 

1. The Amended Complaint, filed by Elgin R. 
Parker, for the years 1945 and 1946. 

2. The Answer to the Amended Complaint filed 
by Elgin R. Parker, for the years 1945 and 1946, or 
if no Answer was filed, the Answer to the original 
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Complaint filed by Elgin R. Parker, for the years 
1945 and 1946. 
3. Stipulation for Consolidation of Cases for 
rial. 
4. Statement of the Evidence, together with ex- 
hibits or parts of exhibits specified in said State- 
ment of the Evidence to be printed in full. 
5. Findings of Fact and Conclusions of Law. 
6. Objections to Form and Content of Proposed 
Findings of Fact and Conclusions of Law. 
7. Judgments. 
8. The portion of the reporter’s transcript of the 
proceedings, beginning on line 19 of page 247 and 
continuing to line 20 of page 252, inclusive. 
9. Notices by Clerk of Entry of Judgments. 
10. Notices of Appeal with the Filing Dates. 
11. Stipulation as to Consolidation of Record on 
Appeal. 
| 12. Designation of matters to be included in the 
| record (District Court). 
, 18. Designation of matters to be included in the 
printed record (Circuit Court). 

14. Designation of points on which appellants 
intend to rely (District Court). 

15. Designation of points on which appellants 
intend to rely (Cireuit Court). 

16. Clerk’s Certificate. 

Dated: August 27, 1956. 

/3/ MELVIN D. WILSON 
Attorney for Appellant 

| [Endorsed]: Filed Sept. 28, 1956. Paul P. 

O’Brien, Clerk. 


